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Explanatory Note

This Annual Report on Form 10-K for the year ended December 31, 2014 (this “ 2014 Form 10-K"), being filed by The Phoenix Companies, Inc. (“we,” “our,” “ us,”
the “ Company” or “ Phoenix”), contains audited consolidated financial statements of the Company for the years ended December 31, 2014, 2013 and 2012, and
unaudited quarterly consolidated financial statements and financia information of the Company for each of the quarterly periods (including six and nine month periods)
of 2014 and 2013, all of which are presented on a restated or revised basis to the extent contained in a periodic report previously filed by the Company with the
Securities and Exchange Commission (the “ SEC”), and except as indicated below, generally with the same level of disclosure as would be contained in such periodic
reports of the Company, and with appropriate indication of the financial statements being restated or revised, as the case may be (the “ Previously Issued Financial
Statements”).

This 2014 Form 10-K also corrects the Previously Issued Financial Statements for certain known errors, some of which are recorded in preceding SEC periodic reports as
out-of-period adjustments, and includes a note to financial statements regarding the impact of these prior period adjustments.

The Company filed a Current Report on Form 8-K with the SEC on February 6, 2015 disclosing its conclusion that the financial statements of the Company for the
year and three-months ended December 31, 2013 and the three-months ended June 30, 2014 as contained in its historical Annual Reports on Form 10-K and Quarterly
Reports on Form 10-Q, should no longer be relied upon and should be restated (the “ Phoenix Restatement”). The other Previously Issued Financial Statements which are
not restated but revised did not contain material errors, in the judgment of management of the Company, but are being revised to correct all prior period errors, whether
or not previously identified and disclosed, as required by United States Generally Accepted Accounting Principles (“ U.S. GAAP”).

This 2014 Form 10-K restates or revises, as applicable, the following financial statements and financial information of the Company: (i) the selected financial data as of
and for each of the years ended December 31, 2014, 2013, 2012, 2011 and 2010; (ii) the consolidated statement of income and comprehensive income, statement of
cash flow and statement of changes in stockholders’ equity for the year ended December 31, 2012; (iii) the consolidated statement of income and comprehensive
income, balance sheet, statement of cash flow and statement of changes in stockholders' equity for the year ended December 31, 2013; and (iv) the consolidated
statements of income and comprehensive income for the quarterly and year-to-date periods ending March, June and September of 2013 and 2014, as well as the
associated consolidated balance sheets, statements of cash flow and statements of changes in stockholders’ equity for each of the respective periods.

This 2014 Form 10-K aso includes the following explanatory disclosures: (i) Note 2 “ Restatement and Revision of Previously Reported Financial Information”
discussing the cause and impact of the Phoenix Restatement and the correction of errorsin the periods being restated or revised; (ii) table headers, where appropriate,
indicating the financial information in specified columns s restated or revised; (iii) controls and procedures disclosures under Part 11, Item 9A, describing material
weaknesses in internal control over financial reporting identified by the Company and the related plan of remediation; and (iv) an amended Management’ s Discussion
and Analysis comparing the results of the fiscal year ended 2013 with those of 2012.

This 2014 Form 10-K is being filed by the Company in lieu of the Company separately filing with the SEC amendments to its previously filed Annual Report on

Form 10-K for the year ended December 31, 2013 and Quarterly Reports on Form 10-Q for each of the quarterly periods in 2013 and the first three quarterly periodsin
2014. Neither the notes to the interim financial statements noted above nor Management’s Discussion and Analysis for each interim period of 2014 as compared to the
corresponding interim periods in 2013 are included. The errors corrected in the Phoenix Restatement were discovered when the Company conducted its annual
assumption review (or “ Unlock”) in accordance with U.S. GAAP during the fourth quarter of 2014. Certain errors were identified in its Universal Life business, where
results did not align with management’ s expectations. Upon further investigation, management determined that certain components of the Company’s Unlock
conducted in the fourth quarter of 2013 or the 2013 Unlock contained errors deemed to be material to the year ended and three months ended December 31, 2013, and
that immaterial errors relating to its second quarter 2014 financial statements, aggregated with the previously recorded $6.2 million in out-of-period adjustments in that
quarter, were deemed to be material to the financial statements for the three months ended June 30, 2014. The 2013 Unlock and the adjustment of out-of-period errors,
as well as corrections made in accordance with ASC 250, “ Accounting Changes and Error Corrections,” are described in more detail in Note 2 “ Restatement and
Revision of Previously Reported Financial Information.”

The errors identified in the Previously Issued Financial Statements are in areas of internal control over financial reporting previously identified and disclosed by the
Company as containing material weaknesses and have not resulted in the identification of any new material weaknesses.

Management has concluded that the Company did not maintain effective internal control over financial reporting as of December 31, 2014. Further, the Company’s
Chief Executive Officer and Chief Financial Officer have concluded that the Company’ s disclosure controls and procedures were not effective as of December 31, 2014.
These material weaknesses have not been fully remediated as of the filing date of this 2014 Form 10-K.

For additional information regarding the risks associated with the Phoenix Restatement and the weaknesses in internal control over financial reporting identified by the
Company, see the risk factors under “ Item 1A: Risk Factors” in Part | of this 2014 Form 10-K. For a description of material weaknesses and management’s evaluation
of the effectiveness of the design and operation of the Company’ s disclosure controls and procedures, as well as management’ s current remediation efforts and future
remediation plans, see “ Item 9A: Controls and Procedures” in Part 11 of this 2014 Form 10-K.

For more information on the matters leading to the Phoenix Restatement, the data previously reported and the out-of-period adjustments, see Note 2 “ Restatement and
Revision of Previously Reported Financial Information” and Note 26 “ Supplemental Unaudited Quarterly Financial Information” to the consolidated financial
statements under “ Item 8: Financial Statements and Supplementary Data’ in this 2014 Form 10-K. For more information on the effects of the Phoenix Restatement
see “ Item 6: Selected Financial Data” for the fiscal years ended December 31, 2014 and 2013 and “ Item 7: Management’ s Discussion and Analysis of Financial
Condition and Results of Operations.”
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PART |
Item1. Business
Overview

The Phoenix Companies, Inc. (“we,” “our,” “us,” the “Company,” “PNX" or “Phoenix”) is a holding company incorporated in Delaware. Our
operating subsidiaries provide life insurance and annuity products through independent agents and financial advisors. Our principal insurance
company subsidiaries are Phoenix Life Insurance Company (*Phoenix Life”), domiciled in New Y ork, and PHL Variable Insurance Company (“ PHL
Variable”), domiciled in Connecticut. Collectively with Phoenix Life and Annuity Company and American Phoenix Life and Reassurance, both
domiciled in Connecticut, they are our “Life Companies.” Our policyholder base includes both affluent and middle market consumers, with our
more recent business concentrated in the middle market. Most of our lifeinsurance in force is permanent life insurance (wholelife, universal life
and variable universal life) insuring one or more lives. Our annuity products include fixed and variable annuities with a variety of death benefit and
guaranteed living benefit options. As of December 31, 2014, we had $95.8 billion of grosslifeinsurance in force and $5.7 billion of annuity funds
under management.

In 2014, 99% of Phoenix product sales, as defined by total annuity deposits and total life premium, were annuities, and 93% of those sales were
fixed indexed annuities. In addition, we have expanded sales of other insurance companies' policies through our distribution subsidiary, Saybrus
Partners, Inc. (“ Saybrus”).

We operate two businesses segments: Life and Annuity and Saybrus. The Life and Annuity segment includesindividual life insurance and
annuity products, including our closed block. Saybrus provides dedicated life insurance and other consulting servicesto financial advisorsin
partner companies, aswell as support for sales of Phoenix’s product line through independent distribution organizations.

Target Market

Our current target market consists of middle market and mass affluent families and individuals planning for or living in retirement. This market has a
variety of financial planning needs, such as tax-deferred savings, safety of principal, guaranteed income during retirement, income replacement and
death benefits. Our target customer is age 50 or older with investabl e assets of $500,000 or less. Historically, our marketing strategies focused on
high-net-worth and affluent househol ds with sophisticated estate planning and other financial needs, and the majority of our lifeinsurance and
annuitiesin force reflects this market focus.

Competition

We operatein a highly competitive industry. While there is no single company that we identify as a dominant competitor in our business, many of
our competitors are substantially larger, have better financial strength ratings, more financial resources and greater marketing and distribution
capabilities. Our products compete with similar products sold by other insurance companies and also with savings and investment products
offered by banks, asset managers and broker-dealers.

We believe our competitive strengths include product features, underwriting and mortality risk management expertise, partnering capabilities and
value-added support provided to our distributors. Our ability to compete is based on these as well as other factors, including investment
performance, service, price, distribution capabilities, scale, commission structure, brand recognition and financial strength ratings.
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Major Products
Annuities

Fixed Indexed Annuities: This product provides single premium deferred annuities that offer afixed interest account and a variety of indexed
accounts that allow contract ownersto earn index credits based on the performance of specific equity market or other price indices. Our major
source of revenue on these contracts is the excess of investment income earned over interest and index credits, if any. Most contracts allow
contract ownersto change accounts once ayear. One of the most popular indexed accounts credits the contract owners' accounts with areturn
equal to the annual appreciation of the S& P 500 index, subject to a specified cap. Caps are changed regularly to reflect current market conditions;
during 2014, caps ranged from 2.00% to 5.50%. Certain contracts also provide “ premium bonuses,” which we contribute to contract owner account
balances at issue and which also earn interest or index credits. Approximately 28% of indexed annuity depositsin 2014 included premium bonuses
ranging from 4% to 15% of theinitial deposit.

Contract owners also may elect a guaranteed minimum withdrawal benefit (*GMWB”), which for a separate fee provides a guaranteed income
stream for the lifetime of the contract owners. The amount of income available is based on a separate “benefit base” that increases at a guaranteed
rate established when the contract is sold and that is independent of the growth of the account balance. Withdrawals may begin immediately or
after several years. Once acontract owner electsto receive income, withdrawal s are first made from the account balance. If and when the balanceis
depleted, we continue to make the guaranteed income payments. In 2014, approximately 90% of all indexed annuity contracts sold included a
GMWB. Certain annuitieswith a GMWB also include an enhanced withdrawal benefit (“EWB”) that allows for an additional amount of guaranteed
incomeif certain qualifying conditions are met (confinement to anursing care facility and/or inability to perform activities of daily living). In 2014,
approximately 18% of all indexed annuity contracts sold included an EWB. Certain fixed indexed annuities include a guaranteed minimum death
benefit (“GMDB”), pursuant to which beneficiaries receive an amount in excess of contract value if the annuitant diesin exchange for an additional
fee. In 2014, approximately 25% of all indexed annuity contracts sold included a GMDB.

Fixed Annuities: This product meets the needs of clients who want a guaranteed rate of return over a specified period. The contract owner
receives a guaranteed rate of return over the initial interest rate guarantee period and has the option to elect a new guarantee period at the end of
theinitial term, at then current rates, subject to certain minimums.

Single Premium Immediate Annuities: This product provides guaranteed income beginning immediately, including one product that is designed
for usein elder-care planning in conjunction with government benefits.

Variable Annuities: This product allows contract ownersto direct depositsinto avariety of separate investment accounts (accountsthat are
maintained separately from the other assets of the Life Companies) or into the general accounts of the Life Companies. Deposits allocated to the
general account earn interest at a specified rate of return determined by us, subject to certain minimums. In the separate investment accounts, the
contract owner bearstherisk of investment results. We credit to the separate investment accounts the return on the underlying investmentsin the
separate account specified net of specified fees and charges.

We collect fees for the management of these various investment accounts and assess charges against these accounts for the administrative
services we provide. Our major sources of revenue from variable annuities are mortality and expense fees charged to the contract owner, generally
determined as a percentage of the market value of any underlying separate account balances and a portion of the fees we collect for the
management of the various investment accounts.

Many of our variable annuities include guaranteed minimum death (“GMDB"), accumulation (“GMAB”), withdrawal (“GMWB") and income
(“GMIB") benefits.

Life Insurance

Whole Life: This product provides permanent insurance coverage and tax-deferred savingsin return for predetermined premium payments.
Premiums are invested in our general account. For whole life policiesin our closed block (see Note 5 to our consolidated financial statements under
“Item 8: Financial Statements and Supplementary Data’ in this Form 10-K), policiestypically provide a participation feature in the form of
dividends. Policyholders may receive dividendsin cash or apply them to increase death benefits, provide for paid-up additional insurance or
reduce the premiums required.
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Universal Life: This product provides permanent insurance coverage with atax deferred savings element. It allows the policyholder to adjust the
frequency and amount of premium payments subject to certain limitations. Premiums, net of cost of insurance charges and administrative expenses,
areinvested in our general account and are credited interest at rates determined by us, subject to certain minimums. We retain the right, within
limits, to adjust the fees we assess for providing administrative services and the rate we charge for the cost of insurance; these may be adjusted by
us, but may not exceed guaranteed contractual limits. Some universal life products provide secondary guarantees that protect the policy’s death
benefit even if thereisinsufficient value in the policy to pay the monthly deduction.

Indexed Universal Life: Thisproduct isatype of universal life where premiums may be allocated to afixed interest account and/or avariety of
indexed accounts that allow policyholdersto earn index credits based on the performance of specific equity market or other price indices.

Variable Universal Life: Thisproduct issimilar to universal life, except that premiums may be directed into avariety of separate investment
accounts (accounts that are maintained separately from the other assets of the Life Companies) or into the general accounts of the Life Companies.
In separate investment accounts, the policyholder bears the entire risk of the investment results. We collect fees for the management of these
variousinvestment accounts and the net return is credited directly to the policyholder’s accounts. Account balances invested in the general
account earn interest at rates determined by us, subject to certain minimums. Specific charges are made against the accounts for administrative
expenses and cost of insurance charges. We retain the right, within limits, to adjust the fees we assess for providing administrative services and
the rate we charge for the cost of insurance; these may be adjusted by us, but may not exceed guaranteed contractual limits. With some variable
universal products, maintaining a certain premium level provides the policyholder with guarantees that protect the policy’s death benefit if, due to
adverse investment experience, the policyholder’s account balanceis zero.

Variable annuities, alimited number of fixed annuities and variable life products offered by the life insurance subsidiaries of the Company are
registered under the federal securitieslaws. These life insurance subsidiaries have not offered these products to new customers since their audited
financial statements for the most recent fiscal year end, in accordance with accounting principles generally accepted in the United States (“U.S.
GAAP"), have not yet been completed. Existing customers with existing contracts have been able to continue to invest in these products and
change investment elections, but certain investment alternatives have closed for new investment.

Term: This product provides insurance coverage for atemporary period of timein return for predetermined premium payments. After the level term
period ends, coverage may be renewable annually at higher premium rates. Premiums are invested in our general account.

Distribution and Related Services

Independent Producers: We distribute our products through independent producers who serve the middle market and are typically affiliated with
one or more independent marketing organizations (“IMOs”). We have established selling agreements with IM Os representing more than 14,600
independent producers. In 2014, nearly 2,800 producers sold Phoenix products. Our distribution strategy for IMOsisto continue to expand the
number of relationships and producers who do business with us by providing competitive products at competitive commission rates, providing
exclusive product designs and features to certain IMOs and enhancing our servicing and support technology.

Saybrus Partners, Inc.: Saybrus, Phoenix’s distribution company, sells Phoenix products through selected independent producers and IMOs and
provides consulting services to partner firmsin support of policies written by companies other than Phoenix. Saybrus’ revenues consist of
commissions based on successful sales.

Saybrus' partner firmsinclude institutional firms, banks, insurance retailers and broker/dealers. It brings expertise to help these firms’ financial
professional s address clients' needs with insurance solutions for basic protection aswell asincome, estate and business planning. Saybrus offers
solutions for the middle, affluent and high-net-worth markets and customizesits services to best fit its partners' businesses with capabilities
ranging from traditional wholesaling to comprehensive consultation and point of sale support.
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Investments

Investment activities are an integral part of our business and net investment income is a significant component of our total revenues. We manage
investmentsin our general account to match the durations of our insurance liabilities. We invest primarily in high-grade public and privately
placed debt securities, balancing credit risk with investment yield. As of December 31, 2014, 93.3% of our total available-for-sale debt securities
portfolio was investment grade. We invest asmall percentage of our assetsin limited partnerships and other investments that have variable
returns. While our returns are more volatile, these asset classes have contributed substantially to our investment returns over time. As of
December 31, 2014, 3.2% of cash and total investments were allocated to this asset class.

Hedging

Certain features of our variable and indexed annuity products expose us to risks such as equity price risk, equity volatility risk and interest rate
risk. We hedge certain of those risks using derivatives. Our focusis on hedging the economic exposure related to potential future claims. For
example, we hedge fixed indexed annuity premiums directed into indexed accounts by purchasing options designed to fund the index credits on
these accounts. Our hedges generally do not qualify for hedge accounting and may result in significant reported accounting gains or losses. In
addition, our hedges may expose us to counterparty credit risk. As of December 31, 2014, our net mark-to-market exposure to derivative
counterparties prior to credit valuation adjustment (“CVA™) was $75.4 million, and the post CV A net mark-to-market exposure was $74.2 million. All
of our counterparties had a credit rating of A or better with at |east one Nationally Recognized Statistical Rating Organization (“NRSRO”). For
additional information regarding hedging related business risks, please see the risk factors entitled “We may not be able to hedge our positions
dueto the inability to replace hedges as aresult of our credit rating” and “ Guaranteed benefits within our products that protect policyholders
against significant downturnsin equity markets may decrease our earnings, increase the volatility of our resultsif hedging strategies prove
ineffective, result in higher hedging costs and expose us to increased counterparty risk, which may have a material adverse effect on our results of
operations, financial condition and liquidity” contained in “Item 1A: Risk Factors’ in Part | of this Form 10-K.

Policy Administration

As of December 31, 2014, we had 318,569 life insurance policies and 76,878 annuity contractsin force. Our Customer Care Center services policies
on anumber of administrative systems, supporting both policyholders and their advisors or agents. The cost of servicing policiesis asignificant
component of our overall operating expenses. Servicing of some policiesis outsourced to vendors who specialize in insurance policy
administration.

Reinsurance

We use reinsurance agreements to limit potential losses, reduce exposure to larger risks and provide capital relief with respect to certain statutory
reguirements. We remain liable to the extent that reinsuring companies may not be able to meet their obligations under reinsurance agreementsin
effect. Failure of the reinsurers to honor their obligations could result in losses to the Company. Since we bear the risk of nonpayment, on a
quarterly basis we evaluate the financial condition of our reinsurers and monitor concentrations of credit risk. Based on our review of their
financial statements, reputation in the reinsurance marketplace and other relevant information, we believe that we have no material exposure to
uncollectible life reinsurance. At December 31, 2014, five major reinsurance companies account for approximately 67% of the reinsurance
recoverable.

We cederisk to other insurers under various agreements that cover individual life insurance policies. The amount of risk ceded depends on our
evaluation of the specific risk and applicable retention limits. For business sold prior to December 31, 2010, our retention limit on any onelifeis $10
million for singlelife and joint first-to-die policies and $12 million for joint last-to-die policies. Beginning January 1, 2011, our retention limit on new
businessis $5 million for single life and joint first-to-die policies and $6 million for second-to-die policies. We al so assume reinsurance from other
insurers. Typically our reinsurance contracts allow us to recapture ceded policies after a specified period. Thisright isvaluable in the event our
mortality experienceis sufficiently favorable to makeit financially advantageous for us to reassume the risk rather than continue paying
reinsurance premiums.

Effective October 1, 2011, Phoenix Life entered into an agreement that provides modified coinsurance for approximately one-third of the closed
block policies. This contract did not meet the requirements of risk transfer in accordance with U.S. GAAP, and, therefore, deposit accounting is

applied.
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See Note 4 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data’ in this Form 10-K for additional
information regarding reinsurance.

Regulation

Our Life Companies are subject to regulation and supervision in each jurisdiction where they conduct business. Areas of regulation include the
following:

*  Financial considerations, including standards of solvency, statutory reserves, reinsurance and capital adequacy;
*  Trade practices, market conduct and licensing of companies and agents;

* Mandating certain insurance benefits and regulating certain premium rates;

*  Approval of policy forms and certain other related materials;

+  Permitted types and concentration of investments;

*  Permitted dividends or other distributions, aswell as transactions between affiliates and changesin control; and
* Approval of interest payments on surplus notes.

Our Life Companiesfileregular reports, including detailed annual financial statements, with insurance regulatory authorities and are subject to
periodic examination by such authorities. See Note 21 to our consolidated financial statements under “Item 8: Financial Statements and
Supplementary Data” in this Form 10-K for additional information.

The National Association of Insurance Commissioners (“NAIC") provides standardized insurance industry accounting and reporting guidance.
However, statutory accounting principles continue to be established by individual state laws, regulations and permitted practices.

Most of the jurisdictionsin which our Life Companies are admitted to transact business require us to participate in guaranty associations, which
are organized to pay certain contractual insurance benefits owed pursuant to insurance policiesissued by impaired, insolvent or failed insurers.
These associations levy assessments, up to prescribed limits, on all member insurersin a particular state on the basis of the proportionate share of
the premiums written by member insurersin the lines of businessin which theimpaired, insolvent or failed insurer is engaged.

As part of their regulatory oversight process, state insurance departments conduct periodic detailed examinations of the books, records, accounts
and business practices of insurers domiciled in their states. State insurance departments also have the authority to conduct examinations of non-
domiciliary insurersthat are licensed in their states. Phoenix Lifeis currently undergoing the New Y ork Department of Financial Services (the
“NYDFS") quinquennial market conduct examination. The NY DFSissued the financial examination portion of its report for Phoenix Life on June 26,
2014 and we expect the market conduct portion of its report to be finalized in 2015. The Connecticut I nsurance Department issued a financial
examination report for PHL Variable on May 28, 2014 and a market conduct examination report for PHL Variable and Phoenix Life on December 29,
2014.

Annually, our Life Companies are required to conduct an analysis of the adequacy of all statutory reserves. In each case, aqualified actuary must
submit an opinion which states that the statutory reserves, when considered in light of the assets held with respect to such reserves, make good
and sufficient provision for the associated contractual obligations and related expenses of the insurer. If such an opinion cannot be provided, the
insurer must set up additional reserves by moving funds from surplus. The most recent opinions were provided on atimely basis.

Each of our Life Companies reportsitsrisk based capital (“RBC”) based on aformula calculated by applying factors to various risk characteristics
of theinsurer. The major categories of risksinvolved are asset risk, insurancerisk, interest rate risk, market risk and businessrisk. Theformulais
used as an early warning tool by regulatorsto identify possible inadequately capitalized insurers for purposes of initiating regulatory action and
not as a means to rank insurers generally. State insurance laws provide insurance regul ators the authority to require various actions by, or take
various actions against, insurers whose RBC ratio does not meet or exceed certain levels. As of December 31, 2014, all of our insurance
subsidiaries had RBC ratios in excess of 200% of Company Action Level, the highest regulatory threshold.
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Most states, including New Y ork and Connecticut, have enacted | egislation or adopted administrative regul ations affecting the acquisition of
control of insurance companies, aswell as transactions between insurance companies and persons controlling them. Most states require
administrative approval of the direct or indirect acquisition of 10% or more of the outstanding voting securities of an insurance company
incorporated in the state.

Employees
At December 31, 2014, we employed approximately 640 people. We have experienced no work stoppages or strikes and consider our relations with
our employees to be good. None of our employees are represented by a union.

General Development of Business
With roots dating to 1851, Phoenix was incorporated in Delaware in 2000. Our principal executive offices arelocated at One American Row,
Hartford, Connecticut 06102-5056. Our telephone number is (860) 403-5000. Our web siteislocated at www.phoenixwm.com. (Thisand all other
URLsincluded herein are intended to be inactive textual references only. They are not intended to be an active hyperlink to our web site. The

information on our web siteis not, and is not intended to be, part of this Form 10-K and is not incorporated into this report by reference.)

Thefollowing chart illustrates our corporate structure as of December 31, 2014.

The Phoenix Companies, Inc.

100% 85% 100%
Phoenix Lif idiari
oenix Lire Saybrus Partners, Inc. Other Subsidiaries
Insurance Company
100%

PM Holdings, Inc.

100%
PHL Variable Insurance
Company
100%
Other Subsidiaries
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Executive Officers of the Registrant

See Part |11, Item 10 herein.
Available I nformation

We make available free of charge on or through our Internet web site (http://www.phoenixwm.com) our Annual Report on Form 10-K, Quarterly

Reports on Form 10-Q, Current Reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) of the Exchange
Act as soon as reasonably practicable after we electronically file such material with, or furnishit to, the SEC.

10
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Item 1A. Risk Factors

Risks Related to the Restatements of Prior Period Financial Statements and
our Internal Control Over Financial Reporting

Wefacerisksrelated to therestatementsof our prior period financial statementsand the prior period financial statements of our principal
insurance company subsidiaries.

Asdiscussed in the Explanatory Note and in Note 2 to our consolidated financial statements under “Item 8: Financia Statements and
Supplementary Data” in this Form 10-K (and as previously reported in our Current Report on Form 8-K filed with the SEC on February 6, 2015), we
concluded that certain of the Company’s previously issued U.S. GAAP financial statements should no longer be relied upon and should be
restated because of certain errorsin those financial statements (the “Phoenix Restatement”). This Form 10-K contains audited financial statements
of the Company for the years ended December 31, 2014, 2013 and 2012 and interim unaudited financial statements presented for each period during
the fiscal years 2013 and 2014, in each case presented on arestated and revised basis to the extent previously filed in a periodic report by the
Company with the SEC, and other disclosures regarding the Phoenix Restatement.

Asdiscussed in our Annual Report on Form 10-K for the year ended December 31, 2012 (the “ 2012 Form 10-K”), and as previously reported in a
Current Report on Form 8-K filed with the SEC on November 8, 2012 (as was amended by Forms 8-K/A filed by the Company on March 5, 2013 and
April 24, 2013), we concluded that certain of the Company’s previously issued U.S. GAAP financial statements should no longer be relied upon
and should be restated because of certain errorsin those financial statements (the “Prior Phoenix Restatement”). Additionally, as previously
reported by PHL Variable in a Current Report on Form 8-K filed with the SEC on September 18, 2012 (as was amended by Forms 8-K/A filed by the
Company on November 8, 2012, March 15, 2013 and April 24, 2013), PHL Variable's audit committee concluded that certain of PHL Variable's
previously issued U.S. GAAP financial statements should no longer be relied upon and should be restated because of certain errorsin those
financial statements (the “PHL Variable Restatement”). We refer herein to the Phoenix Restatement, the Prior Phoenix Restatement and the PHL
Variable Restatement collectively asthe “ Restatements.”

On April 1, 2014, we filed with the SEC the 2012 Form 10-K containing audited financial statements of the Company for the years ended
December 31, 2012, 2011 and 2010 and interim unaudited financial statements presented for each period during the fiscal years 2012 and 2011, in
each case presented on arestated and amended basis to the extent previously filed in aperiodic report by the Company with the SEC, and other
disclosures regarding the Prior Phoenix Restatement. On April 25, 2014, PHL Variable filed with the SEC its 2012 Annual Report on Form 10-K
containing audited financial statements of PHL Variable for the years ended December 31, 2012, 2011 and 2010 and interim unaudited financial
statements presented for each period during the fiscal years 2012 and 2011, in each case presented on arestated and amended basisto the extent
previoudly filed in aperiodic report by PHL Variable with the SEC, and other disclosures regarding the PHL Variable Restatement.
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Asaresult of the Prior Phoenix Restatement, we were not current in our SEC reporting obligations until the filing of our Quarterly Report on Form
10-Q for the period ended September 30, 2014, and we did not resume our status as atimely SEC filer until the filing of this Form 10-K within the
extension period afforded under Rule 12b-25 of the Exchange Act. Further, while PHL Variable resumed its status as a current SEC filer with the
November 21, 2014 filing of its Quarterly Report on Form 10-Q for the period ended September 30, 2014, PHL Variable has not yet resumed itstimely
SEC filer status, though it expects to do so with the filing of its Annual Report on Form 10-K for the year ended December 31, 2014, within the
extension period afforded under Rule 12b-25 of the Exchange Act, on or before April 15, 2015. Although the Company isresuming atimely SEC
periodic report filing schedule with respect to its SEC periodic reports with the filing of this Form 10-K, the Company expects to continue to face
many of the risks and challenges related to the Restatements, including the following:

* Intheprocess of restating our prior period financial statements, we identified material weaknessesin our internal control over financial
reporting, which existed as of December 31, 2014 and are reported under Item 9A “ Controls and Procedures” in this Form 10-K and we
may fail to remediate these material weaknessesin our internal control over financial reporting and other material weaknesses may be
identified in the future, which would adversely affect the accuracy and timing of our financial reporting;

* The extraordinary processes undertaken to effect the Restatements, including restatements of our insurance company subsidiaries, may
not have been adequate to identify and correct al errors in our prior period financial statements and, as a result, we may discover
additional errors, and our financial statements remain subject to the risk of future restatement, which may impact our ability to timely
complete our future SEC filings;

*  Theoutcome of litigation and claims aswell as regulatory examinations, investigations, proceedings and orders arising out of the
Restatements and the failure by the Company and PHL Variable to have filed certain previously delayed SEC reports on atimely basis;

+ Theincurrence of significant expenses, including audit, consulting and other professional fees, related to the Restatements, the
completion of our financial statementson atimely and accurate basis and the remediation of weaknessesin our internal control over
financial reporting and disclosure controls and procedures and the negative impact of those expenses on the financial resources of the
holding company and its ability to meet its obligations;

+ Diversion of management and other human resources attention from the operation of our business associated with the Restatements and
remediation of our internal controls;

* Risksassociated with PHL Variable s ability to timely fileits Annual Report on Form 10-K for the year ended December 31, 2014, the PHL
Variable Restatement, and PHL Variable's ability to amend and update its existing registration statements on atimely basis filed under the
Securities Act and the Investment Company Act, as well as risks associated with Phoenix Life s ability to amend and update on atimely
basisits existing registration statements, or file new registration statements, under the Securities Act and the Investment Company Act;

* Risksassociated with the ongoing compliance obligations of the Company and PHL Variable under the SEC Order Instituting Cease-and-
Desist Proceedings Pursuant to Section 21C of the Securities Exchange Act of 1934, Making Findings, and Imposing a Cease-and-Desist
Order, which was approved by the SEC in March 2014 (the “ March 2014 Order”), as was subsequently amended by an amended SEC
administrative order approved by the SEC in August 2014 (the March 2014 Order, as amended, the “ Amended Order”), and the risk of
noncompliance with such Amended Order;

*  Therisk that the filing of single, multi-period comprehensive Annual Reports on Form 10-K to effect the Prior Phoenix Restatement and
the PHL Variable Restatement did not satisfy our obligations to file amended reports to each of the applicable previously filed Forms 10-K
and 10-Q. We cannot provide assurance that such comprehensive reports satisfied our filing obligations and, if it is ultimately determined
that they did not, we may be required to amend such comprehensive reports and/or file other amended reports. Thiswould require usto
devote substantial internal and external resources and cause us to incur significant fees and expenses for additional audit services aswell
as accounting and other consulting services. These fees and expenses, as well as the substantial time devoted by our management to
make such filings with the SEC, could have a material adverse effect on our business, profitability and financial condition; and

+ Risksassociated with our insurance company subsidiaries’ failureto file timely and accurate reports with state regulatory authorities.

We cannot assure that all of the risks and challenges described above will be eliminated and that lost business opportunities can be recaptured or
that general reputational harm will not persist. If one or more of the foregoing risks or challenges persist, our business, operations and financial
condition are likely to be materially and adversely affected.
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We have concluded that there are material weaknessesin our internal control over financial reporting, which have materially adver sely affected
our ability to timely and accurately report our results of operationsand financial condition. These material weaknesses have not been fully
remediated as of the filing date of thisForm 10-K and we cannot assureyou that other material weaknesseswill not beidentified in the future. If
wefail to maintain an effective system of internal controls, the accuracy and timing of our financial reporting may be adver sely affected.

Asreported in “Item 9A: Controls and Procedures” of this Form 10-K, we have concluded that there are material weaknessesin our internal control
over financial reporting and that our disclosure controls and procedures are ineffective as of December 31, 2014. Some of the interim measures we
have taken to address weaknesses in our internal control over financial reporting are manual, which are more time consuming to prepare, more
prone to errors than computerized systems, and require more exhaustive audit processes. It is necessary for usto maintain effective internal
control over financial reporting to prevent fraud and errors and to maintain effective disclosure controls and procedures so that we can provide
timely and reliable financial and other information. A failure to maintain adequate internal controls may adversely affect our ability to provide
financial statementsthat accurately reflect our financial condition and timely report information. This could cause investorsto lose confidencein
our reported financial and other information, cause our securities to trade at a decreased price and cause an adverse effect on our business and
results of operations. A failure to correct material weaknessesin our internal controls and to replace interim measures taken to address weaknesses
could result in further restatements of financial statements and correction of other information filed with the SEC or delaysin the filing of future
SEC reports, the inability to update or file new registration statements covering the offer and sale of product offerings of our insurance company
subsidiaries and the ability to access public markets for the offer and sale of our securities.

In addition, in May 2013, the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”) issued a new version of itsinternal
control framework, which became effective December 15, 2014. We intend to implement the 2013 COSO framework into our assessment of our
internal control over financial reporting during 2015, which may reveal other deficienciesin our internal controls that may rise to the level of
material weakness. Such an occurrence, or afailureto effectively remedy such a material weakness, could adversely affect investor confidencein
the accuracy and timeliness of our financia reports. Failure to implement the 2013 COSO framework in 2015 may subject usto further scrutiny from
the SEC.

Theextraordinary processes undertaken to effect the Restatements may not have been adequate to identify and correct all errorsin our
historical financial statementsand, asaresult, we may discover additional errorsand our financial statementsremain subject to therisk of
futurerestatement.

The completion of the Restatements invol ved many months of review and analysis, including highly technical analyses of our contracts and
business practices, estimates and assumptions made by management, tax accounting and the proper application of relevant accounting rules and
pronouncements. Many of the enhancements and changes to our processes are ongoing as of the filing date of this Form 10-K and we continue to
integrate the complex changes we have already made. Given the complexity and scope of these exercises, and notwithstanding the extensive time,
effort and expense that went into them, we cannot assure you that these extraordinary processes were adequate to identify and correct all material
errorsin our historical financial statements or that additional accounting errors will not cometo light in the future in these or other areas.

While we have performed additional analyses and other procedures, and either implemented or plan to implement and test remediation measures as
of the filing date of this Form 10-K, the previously identified material weaknesses have not been fully addressed and remediated. We continue to
improve our internal control over financial reporting and disclosure controls and procedures by, among other things:

* enhancing our existing accounting policies and procedures,

+ implementing changesin our finance and accounting organization;

+ adopting new accounting and reporting processes and procedures; and
+ introducing new or enhanced accounting systems and processes.

Asaresult, we cannot assure you that we will not discover additional errors, that future financial reports will not contain material misstatements or
omissions, that future restatements will not be required, and that we will be able to timely complete our SEC filings for periods subsequent to this
Form 10-K.
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The Company’sand PHL Variable' s respective restatements and failure to timely file certain historical SEC periodic reports, aswell as reported
weaknessesin internal control over financial reporting and the failure to have compliant registration statements under the Securities Act and the
Investment Company Act covering certain insurance products offered by PHL Variable and Phoenix Life, may subject the Company, PHL Variable
and Phoenix Lifeto abroad range of potential actions that may be taken by the SEC including, but not limited to, SEC cease-and-desist orders,
suspension of trading of our securities, deregistration of our securities and/or the assessment of possible civil monetary penalties and claims may
be brought by other parties based on these and other restatement-related matters.

Any orders, actions or rulings relating to any of the foregoing that are not in our favor could have amaterial adverse effect on our financial
condition, liquidity or results of operations.

Wemay not be ableto hedge our positions dueto theinability to replace hedgesasaresult of our credit rating.

We use derivative instruments to hedge the liability exposure and the volatility of earnings associated with certain variable and fixed indexed
annuity liabilities. Certain derivative counterparty agreements of certain subsidiaries contain provisions that permit the partiesto terminate the
agreements upon the occurrence of adefault under the indenture covering our 7.45% Quarterly Interest Bonds due 2032. In addition, certain of
these agreements require our insurance companies financial strength rating to be above a certain threshold. Given that our financial strength
ratings are below a specified credit rating threshold in certain of our derivative agreements, the counterparties can request immediate payment,
demand immediate and ongoing full collateralization on derivative instrumentsin net liability positions, or trigger a termination of existing
derivatives and/or future derivative transactions. In certain derivative counterparty agreements, our financial strength ratings have been below the
specified threshold levels since March 2009 and, when requested, the Company has provided collateralization on those derivative instruments.

If we are forced to terminate any derivative agreements, we may be unable to replace the derivative positions, thereby increasing our exposure to
periods of significant and sustained downturnsin equity markets, increased equity volatility, or reduced interest rates, which could result in an
increase in the valuation of the future policy benefit associated with such products and result in a material adverse effect on our earnings and
financial condition.

The process of undertaking the Restatements, the preparation of previously delayed SEC reports, the efforts otherwise necessary for the
Company and PHL Variable to become current and timely filersunder the Exchange Act and the ongoing remediation of material weaknessesin
internal control over financial reporting have diverted, and continueto divert, management and other human resour ces from the operation of our
business.

The Board of Directors, members of management, and the accounting, legal, administrative and other staff of the Company spent significant time
on the Restatements, and continue to spend significant time on the preparation of SEC filings, related disclosures, remediation of disclosure
controls and procedures and internal control over financial reporting of the Company and its insurance company subsidiaries, and efforts
otherwise necessary for the Company and PHL Variable to each become current and timely filers under the Exchange Act. These resources have
been, and will likely continue to be, diverted from the strategic and day-to-day management of our business. In addition, current, accurate financial
information is essential to the management of our complex business, including controlling the financial risk associated with the products that the
Company offers and sells through its subsidiaries.

PHL Variableand Phoenix Lifearedéeayed in filing with the SEC amendmentsto existing registration statements, or filing new registration
statements, under the Securities Act or thelnvestment Company Act covering the offer and sale of certain of their respectiveinsurance
products, and errorswerefound in certain audited and unaudited Statutory financial statementsof PHL Variable and Phoenix Life, any or all of
which may have a material adver seimpact on the business and financial condition of the Company.

We conduct the majority of our business through Phoenix Life and itsindirect subsidiary, PHL Variable. PHL Variable previously announced that it

will continue to not issue any new SEC-registered life insurance and annuity contracts until new registration statements or amendments to existing
registration statements covering the offer and sale of these products have been filed with and declared effective by the SEC.
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In addition, until the Company’s insurance company subsidiaries have filed with the SEC new registration statements or amendments to their
existing registration statements covering their products, and those new registration statements or amendments are effective, there will be ongoing
uncertainty regarding our ability to continue to accept premiums, or to process certain other investment transaction reguests, associated with the
outstanding SEC-registered life insurance and annuity contracts of our insurance company subsidiaries. In such an event, these actions may have
amaterial adverseimpact on our future revenues, our competitive position and consumer perception of our products, and our retention of existing
contracts and may result in claims related to these SEC-registered products against us and our insurance company subsidiaries, any of which
could have amaterial adverse effect on the Company’s business and financial results. In addition, in connection with its product offerings, PHL
Variablerelies on third-party vendors to supply vendor-generated products. PHL Variable sfailure to file new registration statements or
amendments to existing registration statements may cause such vendors to terminate their relationships with PHL Variable, which in turn may
cause PHL Variable to terminate many of its product offerings.

Asaresult of the Restatements, certain errors were found in our insurance company subsidiaries’ Statutory financial statementsfiled with the
applicable state insurance regulators. Those errors were corrected in subsequent filings with the applicable state insurance regulators. We do not
believe the state insurance regulators will deem it necessary to adjust our insurance company subsidiaries' historical unaudited Statutory financial
statement filings with the applicabl e state insurance regulators. However, we concluded that the audited Statutory financial statements for the year
ended December 31, 2012 filed by Phoenix Life with its applicable state insurance regulators, which restate Statutory financia statementsfor the
year ended December 31, 2011, materialy differ from the annual unaudited Statutory financial statements for the year ended December 31, 2012
previously filed by Phoenix Life. Also, the fact of the insurance company subsidiaries’ U.S. GAAP financia statement restatements and the delay
in PHL Variable'sfiling of periodic reports with the SEC could result in various regul atory bodies conducting examinations or investigations and/or
making inquiries of our insurance company subsidiaries and the Company concerning compliance with applicable laws and regulations, which may
increase our compliance costs and the potential for regul atory investigations or proceedings or other claims. Any existing or future litigation,
investigations, proceedings or claims that we and the insurance company subsidiaries are or could become involved in, or become the subject of,
could have amaterial adverse effect on the business and financial condition of the Company.

Our insurance company subsidiaries’ failuretofile, or timely file, audited Statutory financial statementswith stateregulatory authorities may
result in, among other things, theimposition of sanctionsand penalties against us, which could have a material adver se effect on our financial
condition, results of operationsand cash flows.

Our insurance company subsidiaries are required to file audited Statutory financial statementswith the applicable regulatory authorities annually.
Asaresult of the U.S. GAAP restatements of prior period financial statements of the Company and its insurance company subsidiaries, the
insurance company subsidiaries filed their respective audited Statutory financial statements for 2012 and 2013 after the initial due date, but within
extensions granted by their respective domiciliary insurance regulators. Any delays in connection with thefiling of audited Statutory financial
statements with state regulatory authorities may result in, among other things, the imposition of sanctions and penalties against us, which could
have amaterial adverse effect on our financial condition, results of operations and cash flows.
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Risks Related to Our Business

Our business, financial condition and results of operations could be materially and adver sely affected by unfavor able economic developments and
the performance of the debt and equity markets.

Economic and market conditions materially and adversely affected usin the last recession. The economy may once again deteriorate. The resulting
lack of credit, increasein defaults, lack of confidence in the financial sector, volatility in the financial markets and reduced business activity could
materially and adversely affect our business, financial condition and results of operations.

These effectsinclude, but are not limited to, the following:

+  Lower feerevenue and higher expenses. Significant declinesin equity markets would decrease assets in our variable annuity and
variablelife product lines, resulting in lower feeincome and increased amortization of deferred policy acquisition costs.

* Realized and unrealized lossesin our fixed income portfolio. The value of the portfolio would be depressed by general interest rate
increases or credit spread widening, aswell as by illiquidity and by changes in assumptions we use to estimate the fair value of
securities. Bonds supported by residential and commercial mortgages could experience losses if the delinquency rates of the
underlying mortgage loans increase.

* Realized and unrealized losses in alternative asset classes. We invest in private equity funds, mezzanine funds, and other limited
partnerships, which generate returns that are more volatile than other asset classes and arerelatively illiquid and, therefore, may be
harder to value or sell in adverse market conditions.

*  Higher statutory reserve and capital requirements. Certain regulatory reserve and capital requirements incorporate actual and
expected future capital market conditions and could increase materially in the event of significant equity market declines or changes
ininterest rates, credit spreads and credit default rates.

*  Lossesdueto changesin accounting estimates. Significant accounting estimates may be materially affected by the equity and debt
markets and their impact on expected customer behavior. For example, in setting amortization schedules for our deferred policy
acquisition costs, we make assumptions about future market performance, interest rates and policyholder behavior.

* Increased funding requirements for our pension plan. Future market declines could result in additional funding requirements. Also,
the funding requirements of our pension plan are sensitive to interest rate changes. Should interest rates decrease materially, the plan
liabilities would increase.

*  Hedging losses or increased reserve requirementsin our variable annuity business. We use derivatives to hedge the value of certain
guaranteed benefits. These hedges and other management procedures could prove ineffective, especially during times of significant
market volatility. For benefits that are not hedged, such as minimum death benefits and minimum income benefits we could be
required to increase reservesin the event of asignificant declinein the equity markets.

Persistent low interest ratesor significant increasesin interest rates could adver sely affect our business and results of operations.

Our products expose us to significant interest rate risk. A substantial portion of our business is spread-based, meaning that profitability depends
on our ability to invest premiums at yieldsin excess of the rates we credit to policyholders. The current low interest rate environment has meant
that we have invested or reinvested cash flows at substantially lower yields than our existing portfolio yield, while our ability to reduce credited
rates has been limited by contractual minimums. Persistent low interest rates could compound this spread compression. In addition, they could
cause additional premium payments on products with flexible premium features, repayment of policy loans and lower policy surrenders.

Persistent low interest rates may also result in higher GAAP insurance liabilities. The long-term liability for profits followed by losses on the
universal life businessis particularly sensitive to interest rates.

Persistent low interest rates could also result in higher statutory reserve and capital requirements. Our insurance company subsidiaries are subject

to annual asset adequacy testing, which requires additional reservesto be posted if projected asset cash flows and future premiums are not able to
support future policy claims and surrenders under arange of possible scenarios.
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Low interest rates also have increased the liability of our pension plans and other post-employment benefits. Further declinesin interest rates
could result in additional increasesin these liabilities.

Conversely, if interest rates rise significantly, we could face an increase in unrealized |osses in our investment portfolio. At the sametime, it could
cause life insurance policy loans, surrenders and withdrawalsto increase as policyholders seek investments with higher returns. This could require
usto sell invested assets at atime when their prices are depressed, which could cause usto realize investment losses.

L egal actionsand proceedingsareinherent in our businesses and could adver sely affect our results of operationsor financial position or harm
our businessesor reputation.

We areregularly involved in litigation and arbitration, both as a defendant and as a plaintiff. In addition, various regulatory bodies regularly make
inquiries of us and, from time to time, conduct examinations or investigations concerning our compliance with, among other things, insurance laws,
securities laws, laws governing the activities of broker-dealers and other laws and regulations affecting our registered products. We are, and in the
future may be, subject to and involved in legal actions and proceedingsin the ordinary course of our businesses. Some of these proceedings have
been brought, and may be brought in the future, on behalf of various alleged classes of complainants. In certain of these matters, the plaintiffs are
seeking large and/or indeterminate amounts, including punitive or exemplary damages. Furthermore, certain institutional investors have purchased,
or may purchase in the future, large numbers of life insurance policiesin the secondary market and have asserted, or may assert, claims against us
before regulatory agenciesand in litigations. Substantial legal liability in these or future legal actions could have an adverse effect on us or cause
us reputational harm, which in turn could, among other items, harm our business prospects, result in regulatory or legislative responses and have
an adverse effect on our consolidated financial statements.

In addition to potential for legal actions and proceedings related to the ordinary course of our business, thereisarisk of litigation and other claims
aswell asregulatory examinations, investigations, proceedings and orders arising out of the Restatements and the failure by the Company and
PHL Variableto file SEC reports on atimely basis and the failure by our insurance company subsidiaries to have compliant registration statements
covering certain insurance products offered and sold by them. The Company is providing information to the staff of the SEC in connection with
the Restatements, which may result in further regulatory actions by the SEC. The potential outcomes and claims are unpredictable and any orders,
actions or rulings not in our favor could have amaterial adverse effect on our financial condition, liquidity or results of operations.

Itisdifficult to predict or determine the ultimate outcome of legal or regulatory proceedings or to provide reasonable ranges of potential losses.
We believe that the outcomes of our litigation and regulatory matters are not likely, either individually or in the aggregate, to have a material
adverse effect on our consolidated financial statements. However, given the large or indeterminate amounts and/or other remedies sought in
certain of these matters and the inherent unpredictability of litigation and regulatory matters, it is possible that an adverse outcomein certain
matters could, from time to time, have amaterial adverse effect on the way we conduct our business and our financial condition, liquidity or
consolidated financial statementsin particular quarterly or annual periods. For amore detailed discussion of certain current litigation and other
proceedings please refer to the discussion under “Item 3: Legal Proceedings’ of this Form 10-K.

Downgrades or withdrawals of debt and financial strength ratings could result in an increasein policy surrendersand withdrawals, adver sely
affect relationshipswith distributors, reduce new sales, limit our ability totradein derivativesand increase our costsof, or reduce our accessto,
futureborrowings.

Rating agencies assigh Phoenix Life and itsinsurance company subsidiaries financial strength ratings, and assign us debt ratings, based in each
case on their opinions of the Company’s or Phoenix Life's ability to meet their respective financial obligations.
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Our ratingsrelative to other companiesin the industry affect our competitive position. The Company, its insurance company subsidiaries and their
securities have been placed on negative credit ratings watch and/or downgraded or withdrawn by certain rating agenciesin connection with the
events which caused the need for the Restatements and the failure to timely file the 2012 Form 10-K, the 2013 Form 10-K and certain of our other
previously delayed SEC reports. These developments and any other events that could affect the ability of the Company to pay claims may cause
downgrades or withdrawal s which may cause reputational damage. This could materially and adversely affect our ability to distribute our products
through unaffiliated third parties, new sales of our products, the persistency of existing customers, increase policy surrenders and withdrawals and
our ability to borrow. We cannot predict what actions rating agencies may take, or what actions we may take in response. At this time, we cannot
estimate the impact of specific future rating agency actions on sales or persistency.

Inlight of the difficulties experienced by many financial institutions, including insurance companies, rating agencies have increased the frequency
and scope of their credit reviews and requested additional information from the companies that they rate, including us. They may also adjust
upward the capital and other requirements employed in the rating agency models for maintenance of certain ratingslevels.

Our actuarial reserve calculations, particularly for universal life death benefits and guar anteed annuity benefits, require many assumptionsand
significant management judgment, which, if incorrect, could adver sely affect our results of operationsand financial condition.

We establish reserves to pay future policyholder benefits and claims. A significant proportion of our reserves do not represent policyholder funds
but rather are actuarial estimates based on assumptions that include future premiums, benefits, claims, expenses, interest credits, investment
results (including equity market returns), mortality, morbidity and persistency. Asaresult, we cannot be certain that the assets supporting our
policy liabilities, together with future premiums, will be sufficient for payment of benefits and claims. If, in the future, we determine thisto be the
case, we would need to increase our reservesin the period in which we make the determination, which would adversely affect our results of
operations and financial condition.

We may experiencelossesif capital market conditions, mortality or longevity experience, policyholder behavior (e.g., persistency, premium
payments, benefit utilization rates) or other factorsdiffer significantly from the assumptionsthat we used in pricing productsor that are
reflected in our current financial results.

We set prices for our insurance and annuity products based upon capital market assumptions, expected mortality or longevity and expected
policyholder behavior. For capital market assumptions such as equity market returns and investment portfolio yields we use current market
observations, historical information and management judgment. For mortality and longevity rates we use standard actuarial tables, company
experience and management judgment. For policyholder behavior assumptions we use available industry and company data. Assumptions used in
pricing our products generally are consistent with assumptions used to initially determine the amortization of deferred policy acquisition costs.
Adverse experience relative to these assumptions could have a material adverse effect on our results from operations and financia condition.

Recent trendsin the life insurance industry may affect our mortality, persistency and funding levels. The evolution of the financial needs of
policyholders and the emergence of a secondary market for life insurance and increased availability and subsequent contraction of premium
financing suggest that the reasons for some purchases of our products changed. At the same time, prior to 2009, we experienced an increasein life
insurance sales to older individuals. While we instituted certain controls and procedures to screen applicants, we believe that our sales of
universal life products include sales of policies to third-party investors who, at the time of policy origination, had no insurable interest in the
insured.

Deviationsin experience from our pricing assumptions have had, and could continue to have, an adverse effect on the profitability of certain
universal life products. Most of our current products permit usto increase charges and adjust crediting rates during the life of the policy or
contract (subject to guaranteesin the policies and contracts). However, most of our contracts are currently at or close to their minimum guaranteed
crediting rates. In 2011 and 2010, we implemented increases in the cost of insurance (“ COI”) rates for certain universal life policies. However, these
and any other permitted adjustments do not allow us to recoup past losses and may not be sufficient to maintain profitability in the future. In
addition, increasing charges on in force policies or contracts may adversely affect our relationships with distributors, future sales and surrenders.
Furthermore, some of our in force business consists of products that do not permit us to adjust the charges and credited rates of in force policies
or contracts.

18



Table of Contents

Our fixed indexed annuity products have required us to make pricing assumptions about the behavior of policyholdersin a market segment with
which we are not historically familiar and for product features for which thereislimited long-term industry experience. In particular, if our pricing
assumptions with respect to persistency and benefit utilization in the future prove inaccurate, we may experience an adverse impact on our results
of operations or financial condition.

Adverse experience relative to our pricing assumptions could also result in higher amortization of deferred policy acquisition costs. The recovery
of deferred policy acquisition costsis dependent upon the future profitability of the related business. See“ Item 7: Management’s Discussion and
Analysis of Financial Condition and Results of Operations-Critical Accounting Estimates’ in this Form 10-K. If our estimates of future gross
profits or margins cannot support the continued amortization or recovery of deferred policy acquisition costs the amortization of such costsis
accelerated in the period in which the pricing assumptions are changed, resulting in an “unlocking” charge to income. Such adjustments may in the
future have amaterial adverse effect on our results of operations or financial condition.

Guaranteed benefitswithin our productsthat protect policyholdersagainst significant downturnsin equity mar kets may decrease our earnings,
increasethe volatility of our resultsif hedging strategies proveineffective, result in higher hedging costs and expose usto increased
counterparty risk, which may have a material adver se effect on our results of operations, financial condition and liquidity.

Certain of our products include guaranteed benefits. These include GMDBs, GMABs, GMWBs and GMIBs. Periods of significant and sustained
downturnsin equity markets, increased equity volatility or reduced interest rates could result in an increase in the valuation of the future policy
benefit associated with such products, resulting in areduction to earnings. We use derivative instruments to hedge the liability exposure and the
volatility of earnings associated with some of these liabilities and, even when these and other actions would otherwise successfully mitigate the
risksrelated to these benefits, we remain liable for the guaranteed benefitsin the event that derivative counterparties are unable or unwilling to
pay. In addition, we are subject to the risk that hedging and other management procedures prove ineffective or that unanticipated policyholder
behavior, including lower withdrawals or mortality, combined with adverse market events, produces economic |osses beyond the scope of the risk
management techniques employed. Hedging instruments we hold to manage product and other risks have not, and may continue to not, perform as
intended or expected, resulting in higher realized |osses. Market conditions can also result in losses on product related hedges and such losses
may not be recovered in the pricing of the underlying products being hedged. These factors, individually or collectively, may adversely affect our
profitability, financial condition or liquidity.

Our risk management policies and procedures may leave us exposed to unidentified or unanticipated risk, which could adver sely affect our
businesses or result in losses.

We have devoted significant resources to develop and periodically update our risk management policies and procedures to reflect our ongoing
review of our risks. However, our policies and procedures to monitor and manage risks may not be fully effective and may leave us exposed to
unidentified and unanticipated risks. We use models in many aspects of our operations, including but not limited to the pricing of products,
estimation of actuarial reserves, amortization of deferred policy acquisition costs and the valuation of certain other assets and liabilities. These
models rely on assumptions and projections that are inherently uncertain. In addition, the risk of a natural or man-made catastrophe, pandemic,
malicious act, terrorist act, or the occurrence of climate change, could adversely affect mortality, morbidity, or other relevant factors and, asa
result, have a significant negative impact on our business. Our risk management efforts and other precautionary plans and activities may not
adequately predict the impact on our business from such events.

Management of operational, legal and regulatory risks requires, among other things, policies and procedures to record properly and verify alarge
number of transactions and events, and these policies and procedures may not be fully effective. Past or future misconduct by our employees or
employees of our vendors could result in violations of law by us, regulatory sanctions and/or serious reputational or financial harm and the
precautions we take to prevent and detect this activity may not be effectivein all cases. A failure of our computer systems or a compromise of their
security could also subject us to regul atory sanctions or other claims, harm our reputation, interrupt our operations and adversely affect our
business, results of operations or financial condition.
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Our statutory capital could decrease or our capital requirements could increase and adver sely affect our business.

We conduct the majority of our business through Phoenix Life and itsindirect subsidiary, PHL Variable. Accounting standards and statutory
capital and reserve requirements for these entities are prescribed by their respective insurance regulators and the NAIC. In addition, NAIC
regulations define minimum RBC requirements relating to insurance, business, asset and interest rate risks, which are intended to be used by
insurance regul ators to identify deteriorating or weakly capitalized companies. Separately, some rating agencies have their own capital models that
are used to assess capital adequacy as part of the rating process.

Statutory surplus and regulatory or capital requirements may increase or decrease due to avariety of factors, including but not limited to the
following: the amount of statutory income generated by our insurance company subsidiaries, changesin interest rates and equity market levels,
unrealized gains or losses on equity and certain fixed income holdings, unrealized gains or losses on derivatives, changesin the credit quality of
our fixed income investments, changesin policy reserves, funding requirements of our pension plan, additional reserve requirements as aresult of
annually required asset adequacy testing, changesin the capital models or applicable risk factors and changesin statutory accounting rules or
regulatory determinations. Most of these factors are outside of our control. One or more of these factors could significantly decrease statutory
surplus or increase required RBC. If so, we could experience downgrades, loss of distribution relationships, higher surrenders and increased
regulatory supervision.

We may be unsuccessful in our effortsto generate ear nings growth in new mar ket segments, particularly the sale of fixed indexed annuitiesto
middle market customers.

We are implementing a business plan that leverages existing product manufacturing strengths and partnering capabilities to focus new business
development in areasthat are less capital intensive and appeal to distributors with middle market clients. We have limited experience in the middle
market and in the design and sale of fixed indexed annuities. These products have required us to institute new processes for ensuring product
suitability, executing hedges using derivatives and processing transactions. In addition, the ultimate profitability of these productsis significantly
influenced by future investment earnings, policy holder behavior and estimates of longevity. If the new risk management processes we designed
prove inadeguate, or if futureinvestment earnings, policyholder behavior or longevity differs significantly from expectations, our results from
operations may be adversely affected and our growth may not be sustained.

Our valuation of debt securitiesand equity securities may include methodologies, estimations and assumptionsthat are subject to differing
interpretationsand could result in changesto investment valuationsthat may materially and adver sely affect our results of operationsand
financial condition.

We record debt and equity securities at fair value on our consolidated bal ance sheets. During periods of market disruption, including periods of
significantly rising or high interest rates, rapidly widening credit spreads or illiquidity, the valuation of securities may require the adoption of
certain estimates and assumptions. In addition, prices provided by independent broker quotes or independent pricing services that are used in the
determination of fair value can vary significantly for a particular security. Asaresult, valuations may include inputs and assumptions that require
greater estimation and judgment as well as valuation methods which are more complex. These values may not be ultimately realizable in amarket
transaction and may change very rapidly as market conditions change or assumptions are modified. Significant changesin value may have a
material adverse effect on our results of operations and financial condition.

In addition, adeclinein fair value below the amortized cost of a security requires management to assess whether an other-than-temporary
impairment (“OTTI") has occurred. The decision on whether to record an OTTI or write-down is determined in part by our assessment of the
financial condition and prospects of a particular issuer, projections of future cash flows and recoverability of the particular security aswell as
management’ s assertion of whether it is more likely than not that we will sell the securities before recovery. See“ Item 7: Management’s Discussion
and Analysis of Financial Condition and Results of Operations-Critical Accounting Estimates” in this Form 10-K for further information regarding
our impairment decision-making process. Management’s determination of whether adecline in value is other-than-temporary includes our analysis
of the underlying credit and our intention and ability not to have to sell the security, versus the extent and duration of a declinein value. Our
conclusions on such assessments may ultimately prove to be incorrect as facts and circumstances change, which could result in amaterial adverse
effect on our results of operation and financial condition.
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Wemay incur lossesif our reinsurersareunwilling or unableto meet their obligations under reinsurance agreements. The availability,
pricing and termsof reinsurance may not be sufficient to protect usagainst losses.

We use reinsurance agreementsto limit potential 1osses, reduce exposure to larger risks and provide capital relief with regard to certain reserves.
Under these reinsurance arrangements, other insurers assume a portion of our losses and related expenses; however, we remain liable as the direct
insurer on al risks reinsured. Consequently, reinsurance arrangements do not eliminate our obligation to pay claims and we assume credit risk with
respect to our ability to recover amounts due from our reinsurers. Although we regularly evaluate the financial condition of our reinsurers, the
inability or unwillingness of any reinsurer to meet itsfinancial obligations could negatively affect our operating results. In addition, market
conditions beyond our control determine the availability and cost of reinsurance. No assurances can be made that reinsurance will remain available
to the same extent and on the same terms and rates as have been historically available. If we are unable to maintain our current level of reinsurance
or purchase new reinsurance protection in amounts that we consider sufficient and at prices that we consider acceptable, we would have to either
accept an increase in our net exposure or develop other alternatives to reinsurance. Any of these alternatives may adversely affect our business,
financial condition or operating results.

We might be unableto attract or retain personnel who arekey to our business.

The success of our businessis dependent to alarge extent on our ability to attract and retain key employees. Competition in the job market for
senior executives and professional s such as sales personnel, technology professionals, finance, actuaries and investment professionals can be
intense. In general, our employees are not subject to employment contracts or non-compete agreements. Difficulty in attracting and retaining
employees could have a negative impact on us.

Our business operationsand results could be adver sely affected by inadequate per formance of third-party relationships, including with respect
to cyber security.

We are dependent on certain third-party relationships to maintain essential business operations. These servicesinclude, but are not limited to,
information technology infrastructure including cyber security, application systems support, transfer agent and cash management services,
custodial services, records storage management, backup tape management, security pricing services, medical information, payroll and employee
benefit programs.

We periodically negotiate provisions and renewal s of these agreements and there can be no assurance that their termswill remain acceptable to
such third parties or us. An interruption in our continuing relationship with certain of these third parties or any material delay or inability to deliver
essential services could materially affect our business operations and adversely affect our results of operations.

We face strong competition in our businesses from insurance companies and other financial servicesfirms. If we are unableto price our
products competitively or provide competitive service we could lose existing customer s or fail to attract new customers.

We operate in ahighly competitive industry. While there is no single company that we identify as a dominant competitor in our business, many of
our competitors are substantially larger and enjoy better financial strength ratings, more financial resources and greater marketing and distribution
capabilities. Our products compete with similar products sold by other insurance companies and also with savings and investment products
offered by banks, asset managers, and broker-dealers. Larger competitors with better financial strength ratings, greater financial resources,
marketing and distribution capabilities are better positioned competitively. Larger firms are also able to better withstand market disruption, offer
more competitive pricing and more effectively access debt and equity capital. Moreover, asignificant proportion of salesin thelife insurance and
annuity industries represent exchanges from one company’ s to another company’s products. To the extent that a more competitive product
alternative with better product featuresis offered by another company, we could experience higher policy surrenders.

If wefail to compete effectively in this environment, our results of operations and financial condition could be materially and adversely affected.
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Asa holding company, The Phoenix Companies, Inc., depends on the ability of its subsidiariesto transfer fundsto meet itsobligationsand pay
shareholder dividends.

The Phoenix Companies, Inc. is aholding company and has no operations of itsown. Its ability to pay interest and principal on outstanding debt
obligations and to pay dividends to shareholders and corporate expenses depends primarily upon the surplus and earnings of Phoenix Life and the
ability of thissubsidiary to pay dividends or to advance or repay funds. Payments of dividends and advances or repayment of funds by Phoenix
Life are restricted by the applicable laws and regulations, including laws establishing minimum solvency and liquidity thresholds. Changesto

these laws or the application or implementation of those laws by regulatory agencies could constrain the ability of the holding company to meet its
debt obligations and corporate expenses.

In 2013 and 2014, The Phoenix Companies, Inc. made capital contributions for the benefit of PHL Variable Insurance Company and incurred
significant restatement expenses related to audit, consulting and legal fees. The need for additional capital contributionsto operating subsidiaries
or an inability to reduce expenses at the holding company could constrain the ability of the holding company to meet its debt obligations.

We might need to fund deficienciesin our closed block, which would adver sely impact results of operationsand could also result in areduction
in investmentsin our ongoing business.

We have allocated assets to our closed block to produce cash flows that, together with additional revenues from the closed block policies, are
reasonably expected to support our obligations relating to these policies. Our allocation of assets to the closed block was based on actuarial
assumptions about the performance of policiesin the closed block and the continuation of the non-guaranteed policyholder dividend scalesin
effect for 2000, as well as assumptions about the investment earnings the closed block assets will generate over time. Since actua performanceis
likely to be different from these assumptions, it is possible that the cash flows generated by the closed block assets and the anticipated revenues
from the policiesincluded in the closed block will prove insufficient to provide for the benefits guaranteed under these policies even if the non-
guaranteed policyholder dividend scale were to be reduced. I this were to occur, we would have to fund the resulting shortfall from assets outside
of the closed block, which could adversely affect our results of operations and reduce our ability to invest in other ongoing businesses.

Tax law and policy are frequently reviewed and changed by the Internal Revenue Service and Congress and future changesin laws or regulations
could increase our tax costs and tax assetsor make some of our productslessattractiveto consumers.

Significant and fundamental changesin U.S. federal income tax laws, U.S. Treasury and other regulations have been madein recent years and
additional changes are likely. Any such change may affect us. Moreover, judicial decisions, regulations or administrative pronouncements could
unfavorably affect our tax costs and tax assets or make certain of our products less attractive to consumers.

Certain products we offer, primarily lifeinsurance and annuities, receive favorable tax treatment under current federal and state tax law. This
favorable treatment may be considered as providing certain of our products a competitive tax advantage over non-insurance products. In
particular, for individual owners of life insurance policies and annuity contracts, earnings credited to these policies and contracts are tax-deferred
until such time as the amounts are withdrawn from the policies or contracts. This differs from the treatment of dividend or interest earnings on
other investments. Moreover, for life insurance, the death benefit proceeds are often received tax-free. While an increasing proportion of our
annuity contracts are issued in connection with Individual Retirement Accounts (“1RAS"), for which the tax-deferral benefit is the same regardless
of whether the IRA isin connection with an annuity, annuitiesin IRAs often provide lifetime payout guarantees not offered by other IRA
investments.

Thetax consequences associated with our products could be altered at any time by legislative, judicial, or administrative action. Any such action
that increases the taxation on our products or reduces the taxation on competing products could lessen the advantage or create a disadvantage for
certain of our products making them less competitive.

In the recent past, there have been proposals to modify the tax treatment of IRAS, including one that would result in more rapid taxation of after-

death distributions. These proposals do not target annuitiesin IRAs, but would impact all IRAsto the same extent. Asaresult, many of the
competing IRA investment options would also be impacted.
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With respect to life insurance company taxation, the administration’s budget proposalsin recent years have included changes in the computation
of the dividends received deduction relative to both general account and separate account dividends. If enacted, these actions could increase our
taxable income and unfavorably impact our tax provision allocated to continuing operations, which would reduce our consolidated net income. The
current administration has proposed certain other changes which, if adopted, could have amaterial adverse effect on our financial position and our
ability to sell our products and could result in the surrender of some existing contracts and policies.

We also benefit from certain tax provisions available to most insurance corporations, including but not limited to, tax-exempt bond interest,
dividends-received deductions, tax credits (such asforeign tax credits) and insurance reserve deductions. Congress, aswell asforeign, state and
local governments, also considers from time to time legislation that could modify or eliminate these benefits, aswell as other corporate tax
provisions, thereby increasing our tax costs. If such |legislation were to be adopted, our consolidated balance sheet and results of operations could
be adversely impacted.

We cannot predict whether any relevant tax legislation will be enacted, what the impact of such legislation would be on our tax costs and sales of
our products, what the specific terms of any such legislation will be or whether any such legislation would have a material adverse effect on our
financial condition and results of operations.

Federal and stateregulation may increase our cost of doing business, impose additional reserve or capital requirements, levy financial
assessments, or constrain our operating and financial flexibility, any of which could adver sely affect our business, results of operations,
financial condition or liquidity.

We are subject to extensive laws and regul ations administered and enforced by a number of different governmental authoritiesincluding state
insurance regulators, state securities administrators, the SEC, the New Y ork Stock Exchange, the Financial Industry Regulatory Authority, the U.S.
Department of Justice, state attorneys general and foreign regulators. In light of recent eventsinvolving certain financial institutions and the last
recession, the U.S. government has heightened its oversight of the financial servicesindustry. In addition, it is possible that these authorities may
adopt enhanced or new regulatory requirements intended to prevent future crisesin the financial servicesindustry and to assure the stability of
institutions under their supervision. We cannot estimate whether such regulatory proposalswill be adopted, or what impact, if any, such
regulation could have on our business, consolidated operating results, financial condition or liquidity.

Each of the authorities that regulates us exercises adegree of interpretive latitude. Consequently, we are subject to the risk that compliance with
any particular regulator’s or enforcement authority’sinterpretation of alegal issue may not result in compliance with another regulator’s or
enforcement authority’sinterpretation of the same issue, particularly when compliance isjudged in hindsight. In addition, thereisrisk that any
particular regulator’s or enforcement authority’sinterpretation of alegal issue may change over timeto our detriment, or that changesin the
overall legal environment may, even absent any particular regulator’s or enforcement authority’s interpretation of alegal issue changing, cause us
to change our views regarding the actions we need to take from alegal risk management perspective, thus necessitating changes to our practices
that may, in some cases, limit our ability to grow and improve the profitability of our business.

On July 21, 2010, the President signed into law the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Act”), which implements
significant changesin the financial regulatory landscape and will impact institutions operating in many segments of the financial servicesindustry,
including the Company. Although certain provisions became effective immediately, many of the Act’s provisions require adoption of rulesthat will
govern implementation. The Act may, among other things, increase our regulatory compliance burden by requiring usto invest management
attention and resources to evaluate and make necessary changes to our policies and procedures and the manner in which we conduct our
business. The U. S. government has created the Federal Insurance Office (“FIO”) under the Act as abranch of the U. S. Treasury Department.
Under its charge to improve consumer protection, the FIO may regulate actual product design and mandate additional disclosure rules. We are
uncertain asto the impact that this new legislation and regul atory guidance will have on the Company and cannot assure that it will not adversely
affect our financial condition and results of operations.
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State insurance laws regulate most aspects of our U.S. insurance businesses, and our insurance subsidiaries are regulated by the insurance
departments of the statesin which they are domiciled and licensed. State insurance regulators and the NAIC regularly re-examine existing laws and
regulations applicable to insurance companies and their products. State lawsin the U.S. grant insurance regulatory authorities broad
administrative powers with respect to, among other things:

+ Financia considerations, including standards of solvency, statutory reserves, reinsurance and capital adequacy;
*  Trade practices, market conduct and licensing of companies and agents;

* Mandating certain insurance benefits and regulating certain premium rates;

+ Approva of policy formsand certain other related materials;

*  Permitted types and concentration of investments;

*  Permitted dividends or other distributions, aswell as transactions between affiliates and changesin control; and
* Approval of interest payments on surplus notes.

Changesin these laws and regulations, or in interpretations thereof, are often made for the benefit of the consumer at the expense of the insurer
and thus could have a material adverse effect on our business, consolidated operating results, financial condition and liquidity. Compliance with
these laws and regulationsis also time consuming and personnel-intensive, and changes in these laws and regul ations may increase our direct and
indirect compliance costs and other expenses of doing business, thus having an adverse effect on our business, consolidated operating results,
financial condition and liquidity.

Regulatory actionsor examinations could result in financial losses or harm to our businesses.

Various regulatory bodies regularly make inquiries of usand, from time to time, conduct examinations or investigations concerning our compliance
with, among other things, insurance laws, securities laws and laws governing the activities of broker-dealers. During the past several years, there
has been a significant increase in federal and state regulatory activity relating to financial services companies, with a number of recent regulatory
inquiries focusing on valuation and COI increase issues. Financial services companies also have been the subject of broad industry inquiries by
state regulators and attorneys general which do not appear to be company-specific, such as business practices upon notification of death. We
continue to cooperate with the applicable regulatory authoritiesin these matters. We may be subject to further related or unrelated inquiries or
actionsin the future. In light of recent eventsinvolving certain financial institutions, the U.S. government has heightened its oversight of the
financial servicesindustry in general and of theinsurance industry in particular. Further, recent adverse economic and market events may have the
effect of encouraging litigation, arbitration and regulatory action in response to the increased frequency and magnitude of investment |osses,
which may result in unfavorable judgments, awards and settlements, regulatory fines and an increasein our related legal expenses.

It isnot feasible to predict or determine the ultimate outcome of regulatory proceedings or to provide reasonable ranges of potential losses. We
believe that the outcomes of regulatory matters are not likely, either individually or in the aggregate, to have a material adverse effect on our
consolidated financial condition. However, given the inherent unpredictability of regulatory matters, it is possible that an adverse outcome in
certain matters could, from time to time, have amaterial adverse effect on our consolidated financial statementsin particular quarterly or annual
periods.

We could have material lossesin the futurefrom our discontinued reinsurance business.

In 1999, we discontinued our reinsurance operations through a combination of sale, reinsurance and placement of certain retained group accident
and health reinsurance business into run-off. We adopted aformal plan to stop writing new contracts covering these risks and to end the existing
contracts as soon as those contracts would permit. However, we remain liable for claims under contracts which have not been commuted.

We have established reserves for claims and rel ated expenses that we expect to pay on our discontinued group accident and health reinsurance
business. These reserves are based on currently known facts and estimates about, among other things, the amount of insured losses and expenses
that we believe we will pay, the period over which they will be paid, the amount of reinsurance we believe we will collect from our retrocessionaires
and the likely legal and administrative costs of winding down the business.
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We expect our reserves and reinsurance to cover the run-off of the business; however, the nature of the underlying risksis such that the claims
may take yearsto reach the reinsurersinvolved. Therefore, we expect to pay claims out of existing estimated reserves asthe level of business
diminishes. In addition, unfavorable or favorable claims and/or reinsurance recovery experienceis reasonably possible and could result in our
recognition of additional losses or gainsin future years. In establishing our reserves described above for the payment of insured losses and
expenses on this discontinued business, we have made assumptions about the likely outcome of the disputes referred to above, including an
assumption that substantial recoveries would be available from our reinsurers on all of our discontinued reinsurance business. However, the
inherent uncertainty of arbitrations and lawsuits, including the uncertainty of estimating whether any settlements we may enter into in the future
would be on favorable terms, makesit hard to predict outcomes with certainty. Given the need to use estimatesin establishing loss reserves, our
actual net ultimate exposure likely will differ from our current estimate. If future facts and circumstances differ significantly from our estimates and
assumptions about future events with respect to our discontinued reinsurance business, our current reserves may need to be increased materially,
with aresulting material adverse effect on our results of operations and financial condition.

Changesin accounting standardsissued by the Financial Accounting StandardsBoard or other standar d-setting bodies may adver sely affect our
financial statements.

Our financial statements are subject to the application of U.S. GAAP, which is periodically revised and/or expanded. Accordingly, from timeto time
we arerequired to adopt new or revised accounting standards or guidance issued by recognized authoritative bodies, including the Financial
Accounting Standards Board.

It is possible that future accounting standards which we are required to adopt could change the current accounting treatment that we apply to our
consolidated financial statements and that such changes could significantly affect our reported financial condition and results of operations. See
Note 3 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data - Adoption of New Accounting
Standards” in thisForm 10-K for additional information.

Item 1B. Unresolved Staff Comments

As of December 31, 2014, the Company had no unresolved SEC staff comments regarding its periodic or current reports.

Item 2. Properties
Our executive headquarters consist of our main office building at One American Row in Hartford, Connecticut, which we own and occupy. As of

December 31, 2014, we also leased space in one garage in Hartford, Connecticut for employee parking. Property is also leased for our home officein
East Greenbush, New Y ork.

Item 3. Legal Proceedings

The Company isregularly involved in litigation and arbitration, both as a defendant and as a plaintiff. The litigation and arbitration naming the
Company as adefendant ordinarily involves our activities as an insurer, employer, investor, investment advisor or taxpayer.

Itisnot feasible to predict or determine the ultimate outcome of all legal or arbitration proceedings or to provide reasonable ranges of potential
losses. Management of the Company believes that the outcome of our litigation and arbitration matters described below are not likely, either
individually or in the aggregate, to have amaterial adverse effect on the financial condition of the Company. However, given the large or
indeterminate amounts sought in certain of these matters and the inherent unpredictability of litigation and arbitration, it is possible that an
adverse outcome in certain matters could, from time to time, have a material adverse effect on the results of operations or cash flowsin particular
quarterly or annual periods.
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SEC Cease-and-Desist Order

Phoenix and PHL Variable are subject to a Securities and Exchange Commission (the “ SEC”) Order Instituting Cease-and-Desist Proceedings
Pursuant to Section 21C of the Securities Exchange Act of 1934, Making Findings, and Imposing a Cease-and-Desist Order, which was approved
by the SEC in March 2014 (the “March 2014 Order”) and was subsequently amended by an amended SEC administrative order approved by the
SEC in August 2014 (the March 2014 Order, as amended, the “ Amended Order”). The Amended Order and the March 2014 Order (collectively, the
“Orders”), directed Phoenix and PHL Variable to cease and desist from committing or causing any violations and any future violations of Section
13(a) of the Exchange Act and Rules 13a-1 and 13a-13 thereunder and Section 15(d) of the Exchange Act and Rules 15d-1 and 15d-13 thereunder.
Phoenix and PHL Variable remain subject to these obligations. Pursuant to the Orders, Phoenix and PHL Variable were required to file certain
periodic SEC reportsin accordance with the timetables set forth in the Orders. All of such filings have been made. Phoenix and PHL Variable paid
civil monetary penalties to the SEC in the aggregate amount of $1.1 million pursuant to the terms of the Orders.

Cases Brought by Policy Investors

On June 5, 2012, Wilmington Savings Fund Society, FSB, as successor in interest to Christiana Bank & Trust Company and as trustee of 60
unnamed trusts, filed suit against Phoenix, Phoenix Life and PHL Variablein the United States District Court for the Central District of California;
the case was later transferred to the District of Delaware (C.A. No. 13-499-RGA) by order dated March 28, 2013. After the plaintiffs twice amended
their complaint, and dropped Phoenix as a defendant and dropped one of the plaintiff Trusts, the court issued an order on April 9, 2014 dismissing
seven of the ten counts, and partially dismissing two more, with prejudice. The court dismissed claims alleging that Phoenix Life and PHL Variable
committed RICO violations and fraud by continuing to collect premiums while concealing an intent to later deny death claims. The claimsthat
remain in the case seek a declaration that the policies at issue are valid, and damages relating to cost of insurance increases. This case has been
settled, and the settlement does not have amaterial impact on Phoenix’s financial statements.

On August 2, 2012, Lima LS PLC filed acomplaint against Phoenix, Phoenix Life, PHL Variable, James D. Wehr, Philip K. Polkinghorn, Edward W.
Cassidy, DonaD. Y oung and other unnamed defendantsin the United States District Court for the District of Connecticut (Case No. CV12-01122).
On July 1, 2013, the defendants motion to dismiss the complaint was granted in part and denied in part. Thereafter, on July 31, 2013, the plaintiff
served an amended complaint against the same defendants, with the exception that Mr. Cassidy was dropped as a defendant. The plaintiffs allege
that Phoenix Life promoted certain policy sales knowing that the policies would ultimately be owned by investors and then challenging the validity
of these policies or denying claims submitted on these policies. Plaintiffs are seeking damages, including punitive and treble damages, attorneys’
fees and adeclaratory judgment. We believe we have meritorious defenses against this lawsuit and we intend to vigorously defend against these
claims. The outcome of thislitigation and any potential |osses are uncertain.

Cost of Insurance Cases

On November 18, 2011, Martin Fleisher and another plaintiff (the* Fleisher Litigation”), on behalf of themselves and others similarly situated, filed
suit against Phoenix Lifein the United States District Court for the Southern District of New York (C.A. No. 1:11-cv-08405-CM-JCF (U.S. Dist. Ct;
S.D.N.Y.)) challenging COlI rate adjustments implemented by Phoenix Lifein 2010 and 2011, which Phoenix Life maintains were based on policy
language permitting such adjustments. By order dated July 12, 2013, two separate classes were certified in the Fleisher Litigation; by subsequent
order dated August 26, 2013, the court decertified one of the classes. The complaint seeks damages for breach of contract. The class certified in
the court’s July 12, 2013 order, as limited by the court’s August 26, 2013 order, islimited to holders of Phoenix Life policiesissued in New Y ork
subject to New Y ork law and subject to Phoenix Life's 2011 COI rate adjustment. By order dated April 29, 2014, the court denied Martin Fleisher’'s
motion for summary judgment in the Fleisher Litigation in its entirety, while granting in part and denying in part Phoenix Life’'s motion for summary
judgment.
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Phoenix Life'ssubsidiary, PHL Variable, has been named as adefendant in six actions challenging its COI rate adjustments implemented
concurrently with the Phoenix Life adjustments. Five cases have been brought against PHL Variable, while one case has been brought against PHL
Variable and Phoenix Life. These six cases, only one of which is styled as a class action, have been brought by (1) Tiger Capital LLC (C.A. No.
1:12-cv- 02939-CM-JCF; U.S. Dist. Ct; SD.N.Y ., complaint filed on March 14, 2012; the “ Tiger Capital Litigation”); (2-5) U.S. Bank National
Association, as securities intermediary for LimaAcquisition LP ((2: C.A. No. 1:12-cv-06811-CM-JCF; U.S. Dist. Ct; S.D.N.Y ., complaint filed on
November 16, 2011; 3: C.A. No. 1:13-cv-01580-CM-JCF; U.S. Dist. Ct; SD.N.Y., complaint filed on March 8, 2013; collectively, the“U.S. Bank N.Y.
Litigations’); (4: C.A. No. 3:14-cv-00555-WWE; U.S. Dist. Ct; D. Conn., complaint originally filed on March 6, 2013, in the District of Delaware and
transferred by order dated April 22, 2014, to the District of Connecticut; and 5: C.A. No. 3:14-cv-01398-WWE, U.S. Dist. Ct; D. Conn., complaint
filed on September 23, 2014, and amended on October 16, 2014, to add Phoenix Life as a defendant (collectively the “U.S. Bank Conn. Litigations”));
and (6) SPRRLLC (C.A. No. 1:14-cv-8714; U.S. Dist. Ct.; SD.N.Y ., complaint filed on October 31, 2014; the “ SPRR Litigation”). SPRR LLC filed suit
against PHL Variable, on behalf of itself and others similarly situated, challenging COI rate adjustments implemented by PHL Variablein 2011.

The Tiger Capital Litigation and thetwo U.S. Bank N.Y . Litigations were assigned to the same judge as the Fleisher Litigation, and discovery in
these four actions has concluded. By ordersin both U.S. Bank N.Y. Litigations dated May 23, 2014, the court denied U.S. Bank’s motions for
summary judgment in their entirety, while granting in part and denying in part PHL Variable's motions for summary judgment. U.S. Bank moved for
reconsideration of the court’s summary judgment decisionsin the U.S. Bank N.Y. Litigations, which the court denied by orders dated June 4, 2014.
By order in the Tiger Capital Litigation dated July 23, 2014, the court denied Tiger Capital’s motion for summary judgment in its entirety, while
granting in part and denying in part PHL Variable's motion for summary judgment. Plaintiff in the Tiger Capital Litigation seeks damages for breach
of contract. Plaintiff inthe U.S. Bank N.Y. Litigations and the U.S. Bank Conn. Litigations seeks damages and attorneys' feesfor breach of contract
and other common law and statutory claims. The plaintiff in the SPRR Litigation seeks damages for breach of contract for a nationwide class of
policyholders.

The Fleisher Litigation, the U.S. Bank N.Y. Litigations and the Tiger Capital Litigation are scheduled for consecutive trials commencing on June 15,
2015.

Complaints to state insurance departments regarding PHL Variable's COI rate adjustments have also prompted regul atory inquiries or
investigationsin several states, with two of such states (Californiaand Wisconsin) issuing letters directing PHL Variable to take remedial actionin
response to complaints by asingle policyholder. PHL Variable disagrees with both states' positions. On March 23, 2015, an Administrative Law
Judge (“ALJ") in Wisconsin ordered PHL Variable to pay restitution to current and former owners of seven policies and imposed afine on PHL
Variablewhich, in atotal amount, does not have amaterial impact on PHL Variable' sfinancia position (Office of the Commissioner of Insurance
Case No. 13- C35362). PHL Variable disagrees with the ALJ s determination and intends to appeal the order.

Phoenix Lifeand PHL Variable believe that they have meritorious defenses against all of these lawsuits and regulatory directives and intend to

vigorously defend against them, including by appeal if necessary. The outcome of these mattersis uncertain and any potential |osses cannot be
reasonably estimated.

Item4. Mine Safety Disclosures

Not applicable.
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PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Mattersand | ssuer Pur chases of Equity Securities

Market

Shares of our common stock trade on the New Y ork Stock Exchange under the ticker symbol “PNX". As of March 25, 2015, there were 96,598
registered holders of our common stock.

Unregistered Shares

We issued the following shares of common stock to eligible policyholders of Phoenix Life, effective as of June 25, 2001, in connection with Phoenix
Life'sdemutualization on that date: 2,808,719 sharesin 2001 and 275 shares in the 13 years ended December 31, 2014. We issued these sharesin
exchange for their membership interests without registration in reliance on an applicable exemption from registration under the Securities Act of
1933, asamended (the “ Securities Act”).

Throughout 2014, we issued an aggregate of 13,063 restricted stock units (“RSUS’) to eight of our nine independent directors who served during
theyear in lieu of current compensation as el ected by the directors, without registration in reliance on an applicable exemption from registration
under Section 4(2) and Regulation D of the Securities Act. Each of the RSUs is potentially convertibleinto one share of our common stock.
Please note that these share and RSU amounts for all periods reflect the 1-for-20 reverse stock split, which was effective August 10, 2012. See
Note 10 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional
information on the reverse stock split.

Securities Authorized for Issuance Under Equity Compensation Plans

The Company has compensation plans under which equity securities of the Company are authorized for issuance. See “ltem 12: Security
Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters” in this Form 10-K.

Stock Price

The following table presents the intraday high and low per share prices for our common stock on the New Y ork Stock Exchange for each fiscal
quarter during the years 2014 and 2013. The closing price of our common stock was $68.87 per share at December 31, 2014.

2014 2013
High Low High Low
First Quarter $ 6140 $ 4122 % 3115 % 24.26
Second Quarter $ 5661 $ 3807 $ 4478 % 26.03
Third Quarter $ 6489 $ 4647 $ 4360 $ 36.19
Fourth Quarter $ 7092 % 5145 $ 6154 $ 35.25

Dividends
In 2014, 2013 and 2012, we did not pay any stockholder dividends.
Stock Performance

The following graph compares the cumulative total return on PNX Common Stock with the cumulative total returns of the Standard & Poor’s 500
Stock Index and the Standard & Poor’s 500 Life and Health Insurance Index for the period December 31, 2009 through December 31, 2014.
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The indices assume that $100 was invested on December 31, 2009, with dividends being reinvested.

Cumulative Total Return
December 31, 2009 through December 31, 2014
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Item 6. Selected Financial Data

Our selected historical consolidated financial data as of and for each of the five yearsin the period ended December 31, 2014 isreflected in the
schedul e that follows. We obtained the balance sheet data for the years ended December 31, 2014 and 2013 and the income statement data for the
years ended December 31, 2014, 2013 and 2012 from our audited consolidated financial statementsin this Form 10-K. The selected consolidated
financial data as of and for the years ended December 31, 2011 and 2010 has been obtained from our consolidated financial statementswhich are
not contained in thisreport. Our historical results should not be viewed as indicative of results expected for any future period.

We prepared the following financial data, other than statutory data, in conformity with U.S. GAAP. We derived the statutory data from the Annual
Statements of our Life Companies as filed with state insurance regulatory authorities and prepared it in accordance with statutory accounting
practices prescribed or permitted by state insurance regulators, which vary in certain material respects from U.S. GAAP.

The following should be read in conjunction with “Item 7: Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and our consolidated financia statementsin this Form 10-K.
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Selected Financial Data:

($in millions, except per share data)

Income Statement Data [1]

Premiums

Fee income

Net investment income

Net realized investment gains (losses):
Total OTTI losses

Portion of OTTI losses recognized in
other comprehensive income (“ OCI™)

Net OTTI losses recognized in earnings

Net realized investment gains (losses),
excluding OTTI losses

Net realized investment gains (losses)
Gain on debt repurchase
Total revenues

Total benefits and expenses

Income (loss) from continuing operations

L oss from discontinued operations,
net of income taxes

Net income (10ss)

Less: Net income (loss) attributable to
noncontrolling interests

Net income (loss) attributable to
The Phoenix Companies, Inc.

Basic Income (L oss) Per Share[2]
Income (loss) from continuing operations

Net income (loss) attributable to
The Phoenix Companies, Inc.

Diluted Income (L oss) Per Share[2]
Income (loss) from continuing operations

Net income (loss) attributable to
The Phoenix Companies, Inc.

Dividends per share

Balance Sheet Data
Cash and investments
Total assets
Indebtedness

Total liabilities

Total stockholders’ equity

Combined Statutory Data
Premiums, deposits and fees [3]
Net income (10ss)

Capital and surplus [4]

Asset valuation reserve (“ AVR") [5]

Capital, surplusand AVR

For the years ended December 31,

2014 2013 2012 2011 2010
Asrestated Asrevised Asrevised Asrevised

$ 3321 % 3516 $ 4023 $ 4494 $ 507.9
545.1 550.3 556.0 596.9 633.6

830.9 789.7 827.8 824.0 841.3

(7.7) (7.0 (50.8) (65.8) (107.7)

(0.4) (4.8) 22.9 38.5 58.7

(8.1) (11.8) (27.9) (27.3) (49.0)

(33.1) 27.8 11.1 (5.3 37.4
(41.2) 16.0 (16.8) (32.6) (11.6)

— — 11.9 0.2 —

1,666.9 1,7076 $ 1,781.2 $ 1,8379 $ 1,971.2

$ 1,862.1 $ 16695 $ 1,934.7 $ 1,8433 $ 2,005.7
$ (205.7) $ 296 $ (148.8) $ (17.8) $ (27.4)
(3.5) (2.9 (15.6) (21.6) (3.6)
(209.2) 26.7 (164.4) (39.4) (31.0)
4.0 0.7 0.6 (0.5) (0.5)
$ (213.2) $ 260 $ (165.0) $ (389 $ (30.5)
$ (36.48) $ 504 $ (25.90) $ (298) $ (4.64)
$ (37.09) $ 453 % (28.60) $ (6.69) $ (5.26)
$ (36.48) $ 501 $ (25.90) $ (298) ¢ (4.64)
$ (37.09) $ 451 % (28.60) $ (6.69) $ (5.26)
$ — 3 — % — 8 — % —
$ 16,750.1 $ 16,083.1 $ 16,228.7 $ 152947 $ 14,211.3
$ 21,745.9 $ 21,6411 % 21,6349 $ 21,491.9 $ 21,126.7
$ 3789 $ 3788 $ 3788 $ 4269 $ 427.7
$ 21,399.3 % 21,0398 $ 21,1235 $ 20,8005 $ 20,322.9
$ 3466 $ 601.3 $ 5114 $ 6914 $ 803.8
$ 1,2585 $ 1,201.6 $ 1,379.0 $ 1,508.0 $ 1,226.1
91.1 (108.1) $ 208.7 $ 157.9 188.1

609.2 597.0 793.6 728.8 658.5

158.3 150.6 136.4 124.2 108.0

$ 7675 $ 7476 % 930.0 $ 853.0 $ 766.5

[1] Thereclassification of PFG and PLARNY to discontinued operations has been reflected for all years.



(2
(3l

(4
(sl

All share amountsfor all periods reflect the 1-for-20 reverse stock split, which was effective August 10, 2012. See Note 10 to our consolidated financial statements under “ Item 8: Financial
Statements and Supplementary Data” in this Form 10-K for additional information on the reverse stock split.

Premiums, deposits and fees for 2011 include areduction in premiums (ceded premiums) of $2,930.8 million related to theinitial consideration of the Nomuraclosed block treaty. Thiswas offset by
$2,637.8 million for modified coinsurance (* MODCO") reserve adjustments, which also flow through revenue and are offset in this line item. The remaining $293.0 million offset for the
coinsurance portion was presented through benefits (ceded reserves).

In accordance with accounting practices prescribed by the NY DFS, Phoenix Life' s capital and surplusincludes $126.2 million, $126.1 million, $126.1 million, $174.2 million and $174.1 million
of surplus notes outstanding at December 31, 2014, 2013, 2012, 2011 and 2010, respectively.

Amountsinclude both the Phoenix Lifeand PHL Variable AVR. AVR isastatutory reserve intended to mitigate changes to the balance sheet as aresult of fluctuationsin asset values.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

FORWARD-LOOKING STATEMENTS

The discussion in this Form 10-K may contain “ forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. We intend for
these forwar d-looking statements to be covered by the safe harbor provisions of the federal securities laws relating to forward-looking statements. These forward-looking
statements include statements relating to trends in, or representing management’ s beliefs about our future transactions, strategies, operations and financial results and
often contain words such as “ will,” “anticipate,” “believe,” “plan,” “ estimate,” “expect,” “intend,” “istargeting,” “may,” “should” and other similar words or
expressions. Forward-1ooking statements are made based upon management’s current expectations and beliefs concerning trends and future developments and their
potential effects on us. They are not guarantees of future performance. Our actual business, financial condition or results of operations may differ materially from those
suggested by forward-looking statements as a result of risks and uncertainties which include, among others: (A) risks related to the Restatements, failure to file timely
periodic reports with the SEC and our internal control over financial reporting, which include (i) the presence of material weaknesses in our internal control over
financial reporting, the potential failure to remediate material weaknesses in our internal control over financial reporting and that other material weaknesses may be
identified in the future, which would adversely affect the accuracy and timing of our financial reporting; (ii) the extraordinary processes undertaken to effect the
Restatements, including restatements of our insurance company subsidiaries, may not have been adequate to identify and correct all errorsin our prior period financial
statements and, as a result, we may discover additional errors and our financial statements remain subject to the risk of future restatement; (iii) the outcome of litigation
and claims as well as regulatory examinations, investigations, proceedings and orders arising out of the Restatements and the failure by the Company and PHL Variable
to have filed certain previously delayed SEC reports on a timely basis; (iv) further downgrades or withdrawals of our debt or financial strength credit ratings, which
could increase policy surrenders and withdrawals, adversely affect our relationships with distributors, reduce new sales, limit our ability to trade in derivatives and
increase our costs of, or reduce our access to, future borrowings; (v) our inability to hedge our positions due to our inability to replace hedges as a result of our credit
rating; (vi) the incurrence of significant expenses, audit fees and consulting fees related to the restatement of our prior period financial statements; (vii) diversion of
management and other human resources from the operation of our business; (viii) risks associated with PHL Variable's ability to timely file its Annual Report on Form
10-K for the year ended December 31, 2014, the PHL Variable Restatement, and PHL Variable's ability to amend and update its existing registration statements filed
under the Securities Act and the Investment Company Act of 1940, as amended (the “ Investment Company Act”), as well as risks associated with Phoenix Life' s ability
to amend and update its existing registration statements filed under the Securities Act and the Investment Company Act; (ix) risks associated with ongoing compliance
obligations of the Company and PHL Variable under the SEC's Cease-and-Desist Order, dated March 21, 2014, as amended by the Amended Cease-and-Desist Order,
dated August 1, 2014; (x) risk that the filing of single, multi-period comprehensive Annual Reports on Form 10-K to effect the Prior Phoenix Restatement and the PHL
Variable Restatement did not satisfy our filing obligations and that we may be required to file additional reports to effect such restatements; and (xi) risks associated with
our insurance company subsidiaries’ failure to file certain reports with state regulatory authorities; (B) risks related to our business, which include (i) unfavorable
general economic developments including, but not limited to, specific related factors such as the performance of the debt and equity markets; (ii) the potential adverse
effect of interest rate fluctuations on our business and results of operations; (iii) the potential adverse effect of legal actions and proceedings inherent in our business on
our results of operations, financial position, business or reputation; (iv) the impact on our results of operations and financial condition of any required increase in our
reserves for future policyholder benefits and claims if such reserves prove to be inadequate; (v) the possibility that mortality rates, persistency rates, funding levels or
other factors may differ significantly from our assumptions used in pricing products; (vi) the effect of guaranteed benefits within our products; (vii) potential exposure to
unidentified or unanticipated risk that could adversely affect our businesses or result in losses; (Viii) the consequences related to variations in the amount of our statutory
capital could adversely affect our business; (ix) the possibility that we may not be successful in our efforts to implement a business plan focused on new market
segments; (x) changes in our investment valuations based on changes in our valuation methodol ogies, estimations and assumptions; (xi) the availability, pricing and
terms of reinsurance coverage generally and the inability or unwillingness of our reinsurers to meet their obligations to us specifically; (xii) our ability to attract and
retain key personnel in a competitive environment and while delayed in our SEC reporting obligations; (xiii) our dependence on third parties to maintain critical
business and administrative functions; (xiv) the strong competition we face in our business from banks, insurance companies and other financial services firms; (xv) our
reliance, as a holding company, on dividends and other payments from our subsidiaries to meet our financial obligations and pay future dividends, particularly since
our insurance subsidiaries’ ability to pay dividends is subject to regulatory restrictions; (xvi) the potential need to fund deficiencies in our closed block; (xvii) changesin
tax law and policy may affect us directly or indirectly through the cost of, the demand for or profitability of our products or services; (xviii) the possibility that federal
and state regulation may increase our cost of doing business, impose additional reserve or capital requirements, levy financial assessments or constrain our operating
and financial flexibility; (xix) regulatory actions or examinations may harm our business; (xx) potential future material losses from our discontinued reinsurance
business; and (xxi) changes in accounting standards; and (C) other risks and uncertainties described herein or in any of our filings with the SEC. Certain other factors
which may impact our business, financial condition or results of operations or which may cause actual results to differ from such forward-looking statements are
discussed or included in our periodic reports filed with the SEC and are available on our website at www.phoenixwm.com under “ Investor Relations.” You are urged to
carefully consider all such factors. We do not undertake or plan to update or revise forward-looking statements to reflect actual results, changes in plans, assumptions,
estimates or projections, or other circumstances occurring after the date of this Form 10-K, even if such results changes or circumstances make it clear that any forward-
looking information will not be realized. If we make any future public statements or disclosures which modify or impact any of the forward-looking statements contained
in or accompanying this Form 10-K, such statements or disclosures will be deemed to modify or supersede such statements in this Form 10-K.

MANAGEMENT'SDISCUSSION AND ANALYSIS

This section reviews our consolidated financial condition at December 31, 2014 and 2013; our consolidated results of operations for the years 2014,
2013 and 2012; and, where appropriate, factors that may affect our future financial performance. This discussion should be read in conjunction with
“Item 6: Selected Financial Data” and our consolidated financial statementsin this Form 10-K. We define increases or decreases greater than or
equal to 200% as“NM” or not meaningful.
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During the Company’s annual assumption review (or “Unlock”) performed in the fourth quarter of 2014, management determined that certain
components of the 2013 Unlock contained errors that were determined to be material to certain periods. The Company filed a Current Report on
Form 8-K with the SEC on February 6, 2015 disclosing its conclusion that the financia statements of the Company for the year and three-months
ended December 31, 2013 and the three-months ended June 30, 2014 as contained inits historical Annual Reports on Form 10-K and Quarterly
Reports on Form 10-Q, should no longer be relied upon and should be restated. During the restatement process, the Company revised all other
prior periodsto correct all prior period errors, whether or not previously identified and disclosed. The impact of the restatement of the Company’s
consolidated financial statementsisdetailed in Note 2 “Restatement and Revision of Previously Reported Financial Information” to our
consolidated financial statements and under “Item 8: Financial Statements and Supplementary Data’ in this 2014 Form 10-K. The errorsidentified
arein areas of internal control over financial reporting previously identified and disclosed by the Company as containing material weaknesses and
have not resulted in the identification of any new material weaknesses. These weaknesses, an evaluation of the effectiveness of the Company’s
disclosure controls and procedures and the Company’s remediation plans are more fully described in “1tem 9A: Controls and Procedures’ in Part 11
of this 2014 Form 10-K.

Overview
Business

The Phoenix Companies, Inc. (“we,” “our,” “us,” the “Company,” “PNX” or “Phoenix”) is a holding company incorporated in Delaware. Our
operating subsidiaries provide life insurance and annuity products through independent agents and financial advisors. Our policyholder base
includes both affluent and middle market consumers, with our more recent business concentrated in the middle market. Most of our life insurance
inforceis permanent lifeinsurance (wholelife, universal life and variable universal life) insuring one or more lives. Our annuity products include
fixed and variable annuities with avariety of death benefit and guaranteed living benefit options.

We believe our competitive strengths include:

*  competitive and innovative products;

¢ underwriting and mortality risk management expertise;

+  ability to develop business partnerships; and

+ vaue-added support provided to distributors by our wholesalers and operating personnel.

In 2014, 99% of Phoenix product sales, as defined by total annuity deposits and total life premium, were annuities, and 93% of those sales were
fixed indexed annuities. In addition, we have expanded sales of other insurance companies’ policies through our distribution subsidiary, Saybrus
Partners, Inc. (“ Saybrus”).

We operate two business segments: Life and Annuity and Saybrus. The Life and Annuity segment includesindividual life insurance and annuity
products, including our closed block. Saybrus provides dedicated life insurance and other consulting services to financial advisorsin partner
companies, aswell as support for sales of Phoenix’s product line through independent distribution organizations.

Earnings Drivers

A gradually declining amount of our Life and Annuity segment earnings are derived from the closed block, which consists primarily of
participating life insurance policies sold prior to our demutualization and initial public offering in 2001. We do not expect the net income
contribution from the closed block to deviate materially fromits actuarially projected path aslong as actual cumulative earnings continue to meet
or exceed expected cumulative earnings. See Note 5 to our consolidated financial statements under “Item 8: Financial Statements and
Supplementary Data” in this Form 10-K for additional information on the closed block.
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Our Lifeand Annuity segment’s profitability is driven by interaction of the following elements:

* Feeson life and annuity products consist primarily of: (i) COI charges, which are based on the difference between policy face amounts
and the account values (referred to as the net amount at risk or “NAR”); (ii) asset-based fees (including mortality and expense charges for
variable annuities) which are cal culated as a percentage of assets under management within our separate accounts; (iii) premium-based
feesto cover premium taxes and renewal commissions; and (iv) surrender charges.

e Policy benefitsinclude death claims net of reinsurance cash flows, including ceded premiums and recoverables, interest credited to
policyholders and changesin policy liabilities and accruals. Certain universal life reserves are based on management’ s assumptions about
future COI fees and interest margins which, in turn, are affected by future premium payments, surrenders, lapses and mortality rates.
Actual experience can vary significantly from these assumptions, resulting in greater or lesser changesin reserves. In addition, we
regularly review and reset our assumptionsin light of actual experience, which can result in material changes to these reserves. For fixed
indexed annuities, policy benefitsinclude the changein the liability associated with guaranteed minimum withdrawal benefits. Certain of
our variable annuity contracts include guaranteed minimum death and income benefits. The change in the liability associated with these
guaranteesisincluded in policy benefits. The value of these liabilitiesis sensitive to changesin equity markets, equity market volatility
and interest rates, as well as subject to management assumptions regarding future surrenders, rider utilization rates and mortality.

In addition, the universal life block of business has experience which produces profitsin earlier periods followed by lossesin later periods
for which an additional liability is required to be held above the account value liability. These reserves for future losses are determined by
accruing ratably over historical and anticipated positive income. The assumptions used in estimating these liabilities are subject to the
same variability and risk, and these factors can vary significantly from period to period, particularly the impact from changes in interest
rates.

* Interest margins consist of net investment income earned on universal life, fixed indexed annuities and other policyholder funds, gains on
options purchased to fund index credits less the interest or index credits applied to policyholders on those funds. Interest margins also
include investment income on assets supporting the Company’s surplus.

* Non-deferred operating expenses are expenses related to servicing policies, premium taxes, reinsurance allowances, non-deferrable
acquisition expenses and commissions and general overhead, including professional fees and outside consulting and legal services. They
also include pension and other benefit costs which involve significant estimates and assumptions.

+ Deferred policy acquisition cost (* DAC”) amortization is based on the amount of expenses deferred, actual resultsin each quarter and
management’ s assumptions about the future performance of the business. The amount of future profit or margin is dependent principally
oninvestment returnsin our separate accounts, interest and default rates, reinsurance costs and recoveries, mortality, surrender rates,
premium persistency and expenses. These factors enter into management’s estimates of gross profits or margins, which generally are
used to amortize DAC. Actual equity market movements, net investment income in excess of amounts credited to policyholders, claims
payments and other key factors can vary significantly from our assumptions, resulting in a changein estimated gross profits or margins,
and a change in amortization, with aresulting impact to income. In addition, we regularly review and reset our assumptionsin light of
actual experience (or “unlock™), which can result in material changesin amortization for the period of the unlock.

* Netrealized investment gains or losses related to investments and hedging programs include transaction gains and losses, OTTIs and
changesin the value of certain derivatives and embedded derivatives. Certain of our variable and fixed annuity contractsinclude
guaranteed minimum withdrawal and accumul ation benefits which are classified as embedded derivatives. The fair value of the embedded
derivative liability is calculated using significant management estimates, including: (i) the expected value of index credits on the next
policy anniversary dates; (ii) theinterest rate used to project the future growth in the contract liability; (iii) the discount rate used to
discount future benefit payments, which includes an adjustment for our credit worthiness; and (iv) the expected costs of annual call
optionsthat will be purchased in the future to fund index credits beyond the next policy anniversary. These factors can vary significantly
from period to period.
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* Income tax expense/benefit consists of both current and deferred tax provisions. The computation of these amountsisafunction of pre-
tax income and the application of relevant tax law and U.S. GAAP accounting guidance. In assessing the realizability of our deferred tax
assets, we make significant judgments with respect to projections of future taxable income, the identification of prudent and feasible tax
planning strategies and the reversal pattern of the Company’s book-to-tax differences that are temporary in nature. We also consider the
expiration dates and amounts of carryforwards related to net operating losses, capital losses, foreign tax credits and general business tax
credits. We have recorded a valuation allowance against a significant portion of our deferred tax assets based upon our conclusion that
there isinsufficient objective positive evidence to overcome the significant negative evidence from our cumulative lossesin recent years.
This assessment could change in the future, resulting in arelease of the valuation allowance and a benefit to income.

Under U.S. GAAP, premiums and deposits for variable life, universal life and annuity products are not immediately recorded as revenues. For
certain investment options of variable products, deposits are reflected on our consolidated balance sheets as an increasein liabilities. Premiums
and deposits for universal life, fixed annuities and certain investment options of variable annuities are reflected on our consolidated bal ance sheets
asan increasein policyholder deposit funds. Premiums and deposits for other products are reflected on our consolidated balance sheets as an
increasein policy liabilities and accruals.

Saybrusis afee-based business driven by the commission revenue earned on consultation services provided to partner companies as well ason
sales of Phoenix Life and PHL Variable product lines. These fees are offset by compensation-related expenses attributable to our salesforce.

Recent Trendsin Earnings Drivers

*  Policy benefits. The most significant drivers of policy benefits expense are claimsincurred in the period net of reinsurance, changesin the
liability for profits followed by losses on the universal life business, and changesin liabilities associated with guaranteed benefits. Recent
trendsin these drivers are as follows:

o Theliability for profitsfollowed by losses (“PFBL"), excluding the impact of unlocking, continues to increase during the periods
in which we expect to have gross profits on the business. Thislong-term liability is sensitive to projected future interest rates,
most notably the expected yield on invested assets. The liability increased more significantly in the current year compared to the
prior year as aresult of decreasesin the new money yield for the year, and achange in the slope of the forward curve, which
indicates the market expectation of future changesin interest rates.

As part of the annual assumption review and unlock, assumptions used in the calculation of the liability for PFBL are updated. In
both 2013 and 2014, updates were made to long-term mortality assumptions that impacted expected future gross profits
favorably. These updates resulted in an unlock benefit of $13.0 million for the year ended December 31, 2014 and a benefit of
$129.9 million for the year ended December 31, 2013.

o While mortality has overall remained relatively stable between the 2013 and 2014 periods, the impact on earningsisdriven by
mortality outside of the closed block, as any earningsin the closed block inure to the policyholders through changesin the
expected policyholder dividends. While mortality in the closed block improved in 2014, mortality outside of the closed block was
worse in 2014, resulting in higher benefit expensesfor the year. On an overall basis, mortality isin line with our expectations for
the year.

> Changesin theliabilities associated with guaranteed benefits are impacted by changesin actual policyholder behavior and
expected policyholder behavior, aswell as market changes and investment results. The most significant driver of changesin
liabilities associated with guaranteed benefitsis the fixed indexed annuity business. Asaresult of realized losses on the
investments that are used to hedge this business, the liability accrual for the year ended December 31, 2014 was |ess than that
for the year ended December 31, 2013. Generally, realized losses on the derivatives used to hedge this business will be offset by
abenefit to the guaranteed benefit liabilities.

*  Other operating expenses. Other operating expenses have remained at elevated levels and have significantly impacted our earnings.
These expenses are driven primarily by higher professional fees, including audit, outside consulting and legal services dueto the
preparation of financial statements and remediation efforts. Audit, other professional fees and outside consulting and legal services
continue to be asignificant driver of other operating expenses for the Company.
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« Deferred policy acquisition cost amortization. Policy acquisition cost amortization can fluctuate significantly between periods. The most
significant drivers of the changesin policy acquisition cost amortization are due to realized gains/ losses on the underlying investment
portfolios, and changes due to the annual assumption review and unlock. Realized losses on the derivatives that are used to hedge the
fixed indexed annuity business have provided benefits to amortization for the year ended December 31, 2014, while the assumption
updates implemented as part of the annual unlock provided a benefit for the year ended December 31, 2013 and aloss for the year ended
December 31, 2014.

* Netrealized investment gains or losses. Net realized investment gains, excluding OTTI, have been driven primarily by realized gains or
losses on both the embedded policy derivatives associated with the fixed indexed annuity and variable annuity guarantees, and the
derivative investments that are used to hedge these businesses. The changesin the fair value of the policy embedded derivatives and the
derivative investments are driven by changes in the equity markets, including interest rates, market volatility, and overall market levels, as
well as changesin actual and projected policyholder behavior. In 2014, there were realized losses on the embedded derivatives, while
there were gains on the variable annuity embedded derivatives and losses on the fixed indexed annuity embedded derivativein 2013. In
2014, the losses on the embedded derivatives were primarily driven by the continued decline of interest rates and increased volatility in
the equity markets.

* Incometaxes. The effective tax rate for 2014 and 2013 was (5.4)% and 22.3% respectively. The primary drivers of the differences between
the effective tax rate and the U.S. tax statutory rate of 35.0% in 2014 are increases in the valuation allowance on the pre-tax loss, expired
tax attribute carryforwards and the dividends received deduction. The primary drivers of the differences between the effective tax rate and
the U.S. tax statutory rate of 35.0% in 2013 are decreasesin the val uation allowance on the pre-tax |oss, expired tax attribute carryforwards
and the dividends received deduction.

Sinceitsformation in 2009, Saybrus' results of operations have steadily improved as revenue has increased. Inclusive of intercompany
transactions, revenue in 2014 was $37.5 million, compared with $26.8 million in 2013. Of these amounts, revenue of $11.5 million and $9.2 million was
earned from the sales of Phoenix life and annuity productsin 2014 and 2013, respectively. Operating expenses increased to $31.3 millionin 2014
from $23.7 million in 2013. The change was primarily driven by an increase in compensation related expenses.

Strategy and Outlook

Since 2009, we have pursued a strategy focused on balance sheet strength, policyholder service, operational efficiency and profitable growth.
Within the growth portion of the strategy, we shifted our target market to middle market and mass affluent families and individual s planning for or
living in retirement and focused the majority of our efforts on building and distributing a competitive portfolio of fixed indexed annuity products.
On asmaller scale, we devel oped life insurance products for the same target market. In addition, we established a distribution company to sell
Phoenix products through independent marketing organi zations and producers and provide consulting services to partner firmsin support of
policies written by companies other than Phoenix. These efforts have produced a firm foundation for continued growth, even as our business
remains sensitive to general economic conditions and capital market trendsincluding equity markets and interest rates.

We believe there is significant demand for our products among middle market and mass affluent households, which have avariety of financia
planning needs, such as tax-deferred savings, safety of principal, guaranteed income during retirement, income replacement and death benefits.
The current low interest rate environment provides limited opportunities for consumersto protect principal and generate predictable income. Our
fixed indexed annuity products are positioned favorably vis-a-vis traditional investments such as conventional fixed annuities and bank
certificates of deposits since they offer principal protection, lifetime income options and earnings potential tied to stock market indices.

Recent trends in the life insurance industry may affect our mortality, policy persistency and premium persistency for certain blocks of in force
business. Deviations in experience from our assumptions have had, and could continue to have, an adverse effect on the profitability of certain
universal life products. Most of our current products permit us to increase charges and adjust crediting rates during the life of the policy or
contract (subject to guaranteesin the policies and contracts). We have made, and may in the future make, such adjustments.
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Each year we perform a comprehensive assumption review or an unlocking where we revise our assumptions to reflect the results of recent
experience studies, thereby changing our estimate of estimated gross profits (“EGPs’) in the DAC and unearned revenue amortization models, as
well as projections within the death benefit and other insurance benefit reserving models.

Impact of New Accounting Standards

For adiscussion of accounting standards and changes in accounting, see Note 3 to our consolidated financial statements under “Item 8: Financial
Statements and Supplementary Data” in this Form 10-K.

Critical Accounting Estimates

The discussion and analysis of our financial condition and results of operations are based upon our consolidated financial statements, which have
been prepared in accordance with U.S. GAAP. In preparing these consolidated financial statementsin conformity with U.S. GAAP, we are required
to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the consolidated financial statements
and the reported amounts of revenues and expenses during the reporting periods. Significant estimates and assumptions are made in the
determination of EGPs and estimated gross margins (“EGMS") used in the valuation and amortization of assets and liabilities associated with
universal life and annuity contracts; policyholder liabilities and accruals; valuation of investmentsin debt and equity securities; limited
partnerships and other investments; valuation of deferred tax assets; pension and other post-employment benefits liabilities; and accruals for
contingent liabilities. Actual results could differ from these estimates.

Certain of our critical accounting estimates are as follows:
Deferred Policy Acquisition Costs

We amortize DAC based on the related policy’s classification. For individual participating lifeinsurance policies, deferred policy acquisition costs
are amortized in proportion to EGMs arising principally from investment results, mortality, dividendsto policyholders and expense margins. For
universal life, variable universal life and deferred annuities, deferred policy acquisition costs are amortized in proportion to EGPs discussed more
fully below. EGPs are also used to amortize other assets and liabilities in the Company’s consolidated bal ance sheets, such as sal es inducement
assets (“SIA”) and unearned revenue reserves (“URR”). Components of EGPs are used to determine reserves for universal life and fixed indexed
and variable annuity contracts with death and other insurance benefits such as guaranteed minimum death and guaranteed minimum income
benefits. Both EGMs and EGPs are based on historical and anticipated future experience which is updated periodically.

DAC isadjusted through OCI each period as aresult of unrealized gains or losses on securities classified as available-for-sale in a process
commonly referred to as shadow accounting. This adjustment isrequired in order to reflect the impact of these unrealized amounts asif these
unrealized amounts had been realized.

The projection of EGPs and EGM s requires the extensive use of actuarial assumptions, estimates and judgments about the future. Future EGPs and
EGMs are generally projected for the estimated lives of the contracts. Assumptions are set separately for each product and are reviewed at |east
annually based on our current best estimates of future events.

The Company has updated a number of assumptions that have resulted in changes to expected future gross profits. The most significant
assumption updates made over the last several yearsresulting in a change to future gross profits and the amortization of DAC, SIA and URR are
related to changes in expected premium persistency, the incorporation of amortality improvement assumption, and other updates to mortality
based on updated experience. Other of the more significant drivers of changes to expected gross profits over the last several yearsinclude
changes in expected separate account investment returns due to changes in equity markets; changesin expected future interest rates and default
rates based on continued experience and expected interest rate changes; changesin mortality, lapses and other policyholder behavior
assumptions that are updated to reflect more recent policyholder and industry experience; and changes in expected policy administration
expenses. The unlock provided a benefit of approximately $4 million for the year ended December 31, 2014 and a benefit of $127.3 million for the
year ended December 31, 2013.

See Note 3 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional
information related to DAC.
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Poalicy Liabilities and Accruals

Future policy benefits are generally payable over an extended period of time and related liabilities are cal culated recognizing future expected
benefits, expenses and premiums. Such liabilities are established based on methods and underlying assumptions in accordance with U.S. GAAP
and applicable actuarial standards. Principal assumptions used in the establishment of liabilities for future policy benefits are mortality, morbidity,
policyholder behavior, investment returns, inflation, expenses and other contingent events as appropriate. These assumptions are intended to
estimate the experience for the period the policy benefits are payable. Utilizing these assumptions, liabilities are established on a cohort basis, as
appropriate. If experienceisless favorable than assumed, additional liabilities may be established, resulting in a charge to policyholder benefits
and claims.

Additional policyholder liabilities for guaranteed benefits on variable annuity and on fixed index annuity contracts are based on estimates of the
expected value of benefitsin excess of the projected account balance, recognizing the excess over the accumulation period based on total expected
assessments. Because these estimates are sensitive to capital market movements, amounts are calcul ated using multiple future economic scenarios.

Additional policyholder liahilities are established for certain contract features that could generate significant reductions to future gross profits
(e.g., death benefits when a contract has zero account value and a no-lapse guarantee). The liabilities are accrued over the lifetime of the block
based on assessments. The assumptions used in estimating these liabilities are consistent with those used for amortizing deferred policy
acquisition costs, and are, thus, subject to the same variability and risk. The assumptions of investment performance and volatility for variable and
equity index products are consistent with historical experience of the appropriate underlying equity indices.

We expect that our universal life block of businesswill generate profits followed by losses and, therefore, we establish an additional liability
(“PFBL") to accrue for the expected losses over the period of expected profits. The assumptions used in estimating these liabilities are consistent
with those used for amortizing deferred policy acquisition costs and are subject to the same variability and risk.

See Note 3 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” and the “ Enterprise Risk
Management” section of “Item 7: Management's Discussion and Analysis of Financial Condition and Results of Operations” in this Form 10-K for
additional information.

Embedded Derivative Liabilities

We make guarantees on certain variable annuity contracts, including GMAB, GMWB and combination rider (“COMBQO”) aswell as provide credits
based on the performance of certain indices (“index credits’) on our fixed indexed annuity contracts that meet the definition of an embedded
derivative. The GMAB, GMWB and COMBO embedded derivative liabilities associated with our variable annuity contracts are accounted for at
fair value, using arisk neutral stochastic val uation methodology with changesin fair value recorded in realized investment gains. The inputsto our
fair value methodol ogy include estimates derived from the asset derivatives market, including the equity volatility and the swap curve. Several
additional inputs are not obtained from independent sources, but instead reflect our internally devel oped assumptions related to mortality rates,
lapse rates and policyholder behavior. The fair value of the embedded derivative liabilities associated with the index credits on our fixed indexed
annuity contractsis cal culated using the budget method with changesin fair value recorded in realized investment gains. The initial value under
the budget method is established based on the fair value of the options used to hedge the liabilities. The value of the index creditsin future years
is estimated to be the budgeted amount. The budget amount is based on the impact of projected interest rates on the discounted liabilities. Several
additional inputsreflect our internally developed assumptions related to |apse rates and policyholder behavior. Asthere are significant
unobservable inputsincluded in our fair value methodology for these embedded derivative liabilities, we consider the above-described

methodol ogy as awholeto be Level 3 within the fair value hierarchy.

Our fair value calculation of embedded derivative liabilitiesincludes a credit standing adjustment (the “ CSA™). The CSA represents the adjustment
that market participants would make to reflect the risk that guaranteed benefit obligations may not be fulfilled (“ non-performancerisk”). We
estimate our CSA using the credit spread (based on publicly available credit spread indices) for financial services companies similar to the Life
Companies.
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The CSA isupdated every quarter and, therefore, the fair value will change with the passage of time even in the absence of any other changes that
would affect the valuation. For example, the December 31, 2014 fair value of $160.7 million would increase to $170.5 million if the spread were
decreased by 50 basis points. If the spread were increased by 50 basis points, the fair value would decrease to $151.7 million.

Valuation of Debt and Equity Securities
We classify our debt and equity securities as available-for-sale and report them in our consolidated balance sheets at fair value. Fair valueis based
on quoted market price or external third-party information, where available. When quoted market prices are not available, we estimate fair value by

discounting debt security cash flowsto reflect interest rates currently being offered on similar termsto borrowers of similar credit quality, by
guoted market prices of comparable instruments and by independent pricing sources or internally devel oped pricing models.

Fair Value of Securities

by Pricing Source: [1] As of December 31, 2014
($in millions) Fixed % of

Maturities at Total

Fair Value Fair Value

Priced viaindependent market quotations $ 8,806.4 68.6%
Priced via matrices 3,676.2 28.7%
Priced via broker quotations 52.3 0.4%
Priced via other methods 144.4 1.1%
Short-term investments [2] 149.7 1.2%
Total $ 12,829.0 100.0%

[1] Inclusive of short-term investments.
[2] Short-term investments are valued at amortized cost, which approximates fair value.

See Note 13 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional
disclosures of our fair value methodologies.

Other-than-Temporary Impairments on Available-for-Sale Securities
We recognize realized investment |osses when declines in fair value of debt and equity securities are considered to be an OTTI.
In evaluating whether a decline in value is other-than-temporary, we consider several factorsincluding, but not limited to, the following:

+ theextent and the duration of the decline;

+ thereasonsfor the declinein value (credit event, interest related or market fluctuations);

* ourintent to sell the security, or whether it is more likely than not that we will be required to sell it before recovery; and
+ thefinancial condition and near term prospects of the issuer.

Animpairment of adebt security, or certain equity securities with debt-like characteristics, is deemed other-than-temporary if:

* weeither intend to sell the security, or it ismore likely than not that we will be required to sell the security before recovery; or
+ itisprobablewewill be unableto collect cash flows sufficient to recover the amortized cost basis of the security.

Impairments due to deterioration in credit that result in a conclusion that the present val ue of cash flows expected to be collected will not be
sufficient to recover the amortized cost basis of the security are considered other-than-temporary. Other declinesin fair value (for example, dueto
interest rate changes, sector credit rating changes or company-specific rating changes) that result in a conclusion that the present value of cash
flows expected to be collected will not be sufficient to recover the amortized cost basis of the security may also result in aconclusion that an OTTI
has occurred.
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An equity security impairment is deemed other-than-temporary if:

+ thesecurity hastraded at a significant discount to cost for an extended period of time; or
*  wedetermined we may not realize the full recovery on our investment.

Equity securities are determined to be other-than-temporarily impaired based on management judgment and the consideration of the issuer's
financial condition along with other relevant facts and circumstances. Those securities which have been in a continuous decline for over twelve
months and declinesin value that are severe and rapid are considered for reasonability of whether the impairment would be temporary. Although
there may be sustained losses for over twelve months or losses that are severe and rapid, additional information related to the issuer performance
may indicate that such losses are not other-than-temporary.

The closed block policyholder dividend obligation, applicable deferred policy acquisition costs and applicable, which offset realized investment
gainsand losses and OTTIs, are each reported separately as components of net income.

See Notes 3 and 8 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” and the “ Debt and
Equity Securities’ and “Enterprise Risk Management” sections of “Item 7: Management's Discussion and Analysis of Financial Condition and
Results of Operations” in thisForm 10-K for additional information.

Income Taxes
We account for income taxes in accordance with ASC 740, Accounting for Income Taxes.

Deferred tax assets and/or liabilities are determined by multiplying the differences between the financial reporting and tax reporting bases for
assets and liabilities by the enacted tax rates expected to be in effect when such differences are recovered or settled. U.S. GAAP requires an
assessment of the realizability of deferred tax assetsin order to determine whether a valuation allowance should be recorded. The total deferred tax
asset, net of any valuation allowance, represents the deferred tax asset that management estimates to be realizable. The assessment of the
realizability of deferred tax assets involves management making assumptions and judgments about all avail able positive and negative evidence
including the reversal of gross deferred tax liabilities, projected future taxable income, prudent and feasible tax planning strategies and recent
operating results, including the existence of cumulative income (loss) incurred over the three-year period ended December 31, 2014.

As of December 31, 2014, we concluded that our estimates of future taxable income, certain tax planning strategies and other sources of income did
not constitute sufficient positive evidence to assert that it is more likely than not that certain deferred tax assets would be realizable. Accordingly,
avaluation allowance of $613.0 million has been recorded on net deferred tax assets of $647.2 million. The remaining deferred tax asset of $34.2
million attributable to available-for-sale debt securities with gross unrealized losses does not require a val uation allowance due to our ability and
intent to hold these securities until recovery of principal value through sale or contractual maturity, thereby avoiding the realization of taxable
losses. This conclusion is consistent with prior periods. The impact of the valuation allowance on the allocation of tax to the components of the
financial statementsincluded an increase of $79.3 million in continuing operations, an increase of $40.6 million in OCI-related deferred tax balances
and an increase of $0.7 million recorded in discontinued operations.

The calculation of tax liabilitiesinvolves uncertaintiesin applying certain tax laws. ASC 740 provides that atax benefit that arises from an uncertain
tax position that is more likely than not to be upheld upon IRS examination shall be recognized in the financial statements. The more likely than not
threshold requires judgments made by management and the related tax liability is adjusted accordingly as new information becomes available. Due
to the complexities of such uncertainties, tax payments made upon |RS examination may be materially different from the current estimate of tax
liahilities. Theimpact of payments that differ from the recognized liability are reflected in the period in which the examinations are completed.

The Company has minimal uncertain tax positions and accordingly, the liability for uncertain tax positionsis not material to the financial
statements.

See Note 14 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional
information related to income taxes.
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Pension and Other Post-Employment Benefits

We have three defined benefit pension plans. The employee pension plan provides benefits not to exceed the amount allowed under the Internal
Revenue Code. The two supplemental plans provide benefitsin excess of the primary plan. Retirement benefits under the plans are afunction of
years of service and compensation. Effective March 31, 2010, all benefit accruals under all of our funded and unfunded defined benefit plans were
frozen.

The net periodic costs for the plans consider an assumed discount (interest) rate, an expected rate of return on plan assets and trends in health
care costs. Of these assumptions, our expected rate of return assumptions, and to alesser extent our discount rate assumptions, have historically
had the most significant effect on our net period costs associated with these plans. The Company uses a building block approach in estimating the
long-term rate of return for plan assets by asset class. The historical relationships between equities, fixed income and other asset classes are
reviewed. We apply long-term asset return estimates to the plan’ s target asset all ocation to determine the weighted-average |ong-term return. Our
long-term asset all ocation was determined through modeling long-term returns and asset return volatilities. Our assumed long-term rate of return
for 2014 was 7.50% for our pension plan. Given the amount of plan assets as of December 31, 2013, the beginning of the measurement year, if we
had assumed an expected rate of return for our pension that was 100 basis points higher or 100 basis points lower than the rates we assumed, the
changein our net periodic costs would have been a decrease of $5.0 million and an increase of $5.0 million, respectively. These amounts consider
only changesin our assumed long-term rate of return given the level and mix of invested assets at the beginning of the measurement year, without
consideration of possible changesin any of the other assumptions described above that could ultimately accompany any changesin our assumed
long-term rate of return.

We determine our discount rate, used to value the pension and post-employment benefit obligations, based upon rates commensurate with current
yields on high quality corporate bonds. Our assumed discount rate for 2014 was 4.84% for our pension plan, 4.69% for the supplemental retirement
plan and 4.21% for our other post-employment benefit plan. Given the amount of pension and post-employment obligations as of December 31,
2013, the beginning of the measurement year, if we had assumed a discount rate for our pension plans and our other post-employment benefit plan
that was 100 basis points higher or 100 basis points lower than the rates we assumed, the change in our net periodic costs would have been as
shown in the table below. These amounts consider only changes in our assumed discount rate without consideration of possible changesin any
of the other assumptions described above that could ultimately accompany any changesin our assumed discount rate.

Net Periodic Costs: For the year ended December 31, 2014
($in millions) Balance after Net Balance after
-100 Basis Pension +100 Basis
Point Change Expense Point Change
Pension plan $ 10 $ 08 $ 0.1
Supplemental plan 8.9 9.0 8.8
Other post-employment 0.2 0.1 0.1

As of December 31, 2014, the projected benefit obligation for the Company’s pension plan, supplemental plan and other post-employment plan
were $714.9 million, $153.7 million and $33.4 million, respectively.

Our assumed discount rate as of December 31, 2014 was 4.10% for our pension plan, 3.97% for the supplemental retirement plan and 3.62% for our
other post-employment benefit plan. Given the amount of pension and post-employment obligations as of December 31, 2014, if we had assumed a
discount rate for our pension plans and our other post-employment benefit plan that was 100 basis points higher or 100 basis points lower than the
rates we assumed, the change in projected benefit obligation would have been as shown in the table below.

Projected Benefit Obligations: As of December 31, 2014
($in millions) Balance after Projected Balance after
-100 Basis Benefit +100 Basis
Point Change Obligation Point Change
Pension plan $ 8137 $ (7149) $ 628.0
Supplemental plan 171.8 (153.7) 137.4
Other post-employment 36.0 (33.9) 30.8
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The assumptions used may differ materially from actual results due to, among other factors, changing market and economic conditions and
changesin participant demographics. These differences may have a significant effect on the Company’s consolidated financial statements and
liquidity. See Note 16 to our consolidated financial statements under “Item 8: Financia Statements and Supplementary Data’ in this Form 10-K
information on these and other assumptions used in measuring liabilities relating to the Company’ s pension and other post-employment benefits.

We have historically provided our employees with other post-employment benefits that include health care and life insurance. In December 20009,
we announced the decision to eliminate retiree medical coverage for active employees whose age plus years of service did not equal at least 65 as
of March 31, 2010. Employees who remain eligible must still meet all other plan requirementsto receive benefits.

In addition, the cap on the Company’s contribution to pre-65 retiree medical costs per participant was reduced beginning with the 2011 plan year.
In October 2012, we announced that effective January 1, 2013, the Company’s contribution for pre-65 retiree medical and for post-65 retiree medical
was reduced per covered member. These decisions affected retiree medical contributions for both past service and active employees. Curtailments
were recognized as aresult of the plan changes. The net effect was a reduction of our projected benefit obligation.

See Note 16 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional
information on our pension and other post-employment benefits.

Litigation Contingencies

The Company isaparty to legal actionsand isinvolved in regulatory investigations. Given the inherent unpredictability of these matters, itis
difficult to estimate the impact on our financial position. Liabilities are established when it is probable that aloss has been incurred and the amount
of the loss can be reasonably estimated. On a quarterly and annual basis, the Company reviews relevant information with respect to liabilities for
litigation, regulatory investigations, and litigation-related contingencies to be reflected in the Company’s consolidated financial statements. It is
possible that an adverse outcome in certain of the Company’slitigation or the use of different assumptionsin the determination of amounts
recorded could have amaterial effect upon the Company’s consolidated net income or cash flowsin particular quarterly or annual periods.
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Consolidated Results of Operations

Summary Consolidated Financial Data:

($in millions)

REVENUES

Premiums

Fee income

Net investment income

Net realized investment gains (losses):

Total other-than-temporary impairment
(“OTTI") losses

Portion of OTTI losses recognized
in other comprehensive income (“ OCI")

Net OTTI losses recognized in earnings

Net realized investment gains (losses),
excluding OTTI losses

Net realized investment gains (losses)
Gain on debt repurchase

Total revenues

BENEFITS AND EXPENSES
Policy benefits

Policyholder dividends

Policy acquisition cost amortization
Interest expense on indebtedness
Other operating expenses

Total benefits and expenses

Income (loss) from continuing operations
before income taxes

Income tax expense (benefit)

Income (loss) from continuing operations

Income (loss) from discontinued operations,
net of income taxes

Net income (loss)

Less: Net income (loss) attributable to
noncontrolling interests

Net income (loss) attributable to
The Phoenix Companies, Inc.

For the years ended December 31,

Increase (decr ease) and per centage change

2014 2013 2012 2014 vs. 2013 2013 vs. 2012
As As
restated revised

3321 % 3516 $ 4023 $ (19.5) (6%) (50.7) (13%)
545.1 550.3 556.0 (5.2) (1%) (5.7) (1%)
830.9 789.7 827.8 41.2 5% (38.1) (5%)
(7.7) (7.0) (50.8) (0.7) 10% 43.8 (86%)
(0.4) (4.8) 22.9 4.4 (92%) (27.7) (121%)
(8.1) (11.8) (27.9) 3.7 (31%) 16.1 (58%)
(33.1) 27.8 11.1 (60.9) NM 16.7 150%
(41.2) 16.0 (16.8) (57.2) NM 32.8 (195%)
— — 11.9 — NM (11.9) (100%)
1,666.9 1,707.6 1,781.2 (40.7) (2%) (73.6) (4%)
1,119.2 965.1 1,162.4 154.1 16% (197.3) (17%)
244.8 235.9 292.1 8.9 4% (56.2) (19%)
119.6 103.1 196.1 16.5 16% (93.0) (47%)
28.3 28.3 30.8 — —% (2.5) (8%)
350.2 337.1 253.3 13.1 4% 83.8 33%
1,862.1 1,669.5 1,934.7 192.6 12% (265.2) (14%)
(195.2) 38.1 (153.5) (233.3) NM 191.6 (125%)

10.5 8.5 (4.7) 2.0 24% 13.2 NM
(205.7) 29.6 (148.8) (235.3) NM 178.4 (120%)
(3.5) (2.9) (15.6) (0.6) 21% 12.7 (81%)
(209.2) 26.7 (164.4) (235.9) NM 191.1 (116%)
4.0 0.7 0.6 3.3 NM 0.1 17%
(213.2) $ 260 $ (165.0) $ (239.2) NM 191.0 (116%)
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Analysis of Consolidated Results of Operations

Year ended December 31, 2014 compared to year ended December 31, 2013

The decrease in net income of $239.2 million for the year ended December 31, 2014 compared to the year ended December 31, 2013 is primarily due
to the following items:

+  Premium revenue decreased $19.5 million for the year ended December 31, 2014 compared with the year ended December 31, 2013 asa
result of lower renewal premiums and paid up additions on policies within the closed block due to declining policiesin force. The lower
premiumsin the closed block are offset by reductionsin policyholder dividends.

* Realized losses increased by $57.2 million for the year ended December 31, 2014 compared to the year ended December 31, 2013. In 2014,
there were realized losses on the embedded derivatives both in the fixed indexed annuity business and the variable annuity business,
while there were gains on the variable annuity embedded derivatives and losses on the fixed indexed annuity embedded derivative in
2013. In 2014, the losses on the embedded derivatives were primarily driven by the continued decline of interest rates and increased
volatility in the equity markets. In 2013, the gains were driven primarily by strong equity market performance decreasing the liability
associated with the variable annuity guarantees.

+ Theincreasein policy benefits expense of $154.1 million for the year ended December 31, 2014 compared to the year ended December 31,
2013 is primarily driven by the following:

o A decrease of $121.4 million in the unlock benefit in 2014 related to PFBL and liabilities for guaranteed benefits for which the
impact is recorded within policy benefits. In 2013, the benefit recorded was $137.5 million while the benefit recorded in 2014 was
$16.1 million. The unlock benefit in the current year isdriven primarily by changesin policyholder behavior assumptionsin the
universal life business, most significantly positive impacts from improved mortality. The benefit in 2013 was driven primarily by
the incorporation of amortality improvement assumption in the universal life business.

o Anincrease of $40.2 millionin PFBL, excluding unlock, in 2014 compared to 2013. Theincrease in PFBL was primarily driven by a
decrease in the new money yield for the year and the slope of the forward curve, which indicates the market expectation of future
changesin interest rates which reduces expected future profitability and increases the liability.

o While overall mortality is better in 2014 than in 2013, mortality outside of the closed block was worse in 2014, resulting in higher
policy benefit expense for the year ended December 31, 2014 compared to the year ended December 31, 2013. While the worse
mortality in 2014 was in the universal life business, our long-term assumptions for improved mortality continueto result in
benefits through the unlocks. The better mortality in the closed block is offset by policyholder dividend expense.

o Theguaranteed liability for the fixed indexed annuity GMWB and GMDB increased in both periods, excluding unlock, but
increased $33.1 million for the year ended December 31, 2014 and increased $60.5 million for the year ended December 31, 2013.
The reduction in the current year expenseis primarily driven by realized capital |osses on the derivative investments used to
hedge this business, which generally positively impact the guaranteed benefit liabilities.

*  Operating expenses have increased by $13.1 million for the year ended December 31, 2014 compared to the year ended December 31, 2013.
Theincrease in operating expenses is primarily due to higher professional fees, including audit, outside consulting and legal expensesin
the first quarter of 2014 primarily asaresult of the preparation of restated financial statements.

The closed block contributed $24.7 million to net income for the year ended December 31, 2014 compared to $24.8 million for the year ended
December 31, 2013. The closed block contribution to net income remainsin line with its actuarially projected path that will continue to gradually
decline astheinforce in the closed block declines. Any closed block earningsthat arein excess of expected amounts are offset by policyholder
dividend expense.
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Partially offsetting the decrease in net income are the following:

*  Netinvestment incomeincreased $41.2 million for the year ended December 31, 2014 compared to the year ended December 31, 2013. The
increase in net investment income is primarily driven by higher asset levelsin the fixed indexed annuity business as the business
continuesto grow, aswell as higher net investment income associated with limited partnerships and other alternative investments due to
the increase in val ue of the underlying funds.

Year ended December 31, 2013 compared to year ended December 31, 2012

Theincrease in net income of $191.0 million for the year ended December 31, 2013 compared to the year ended December 31, 2012 is primarily due
to thefollowing items:

* Netrealized investment gains, excluding OTTI, of $27.8 million were recognized for the twelve months ended December 31, 2013 compared
to net realized investment gains, excluding OTTI, of $11.1 million for the twelve months ended December 31, 2012. The change in the net
realized investment gainsis primarily attributable to adecrease in realized losses on derivatives that are used to hedge the risks
associated with variable annuity guarantees and the fixed indexed annuity liabilities. For the twelve months ended December 31, 2013
there were losses on the derivatives of $27.7 million, while there were losses of $50.4 million for the twelve months ended December 31,
2012. The continued improvement in the equity markets resultsin losses on the derivatives that are used to hedge the risk associated with
the variable annuity guarantees, that are offset by gains on the derivatives that are used to hedge the risks associated with the fixed
indexed annuities. The fixed indexed annuity hedging gains were more significant in 2013 due to more significant increases in the equity
market in 2013 than in 2012, aswell as additional derivatives purchased as due to continued sales of fixed indexed annuities.

+ Thedecreasein policy benefits expense of $197.3 million for the year ended December 31, 2013 compared to the year ended December 31,
2012 is primarily driven by the following:

o A decrease of $180.1 million in the unlock of PFBL and guaranteed benefit liabilities, which provided a benefit of $137.5 million
for the year ended December 31, 2013 compared to a charge of $42.6 million for the year ended December 31, 2012. The unlock
benefit in 2013 isdriven primarily by changes in policyholder behavior assumptionsin the universal life business, most
significantly positive impacts from improved expected mortality.

o Overal mortality was better for the year ended December 31, 2013 compared to the year ended December 31, 2012, which reduced
policy benefits expensein 2013 compared to 2012.

o Thedecreasesin policy benefits expense were offset by an increase in the reserve accrual for guaranteed benefit liabilities and
PFBL, excluding unlock, of $40.6 millionin 2013 compared to 2012. Theincrease in the liability accrual for the year ended
December 31, 2013 is primarily driven by continued new businessin FIA.

+  Policyholder dividends decreased $56.2 million for the twelve months ended December 31, 2013 compared to the twelve months ended
December 31, 2012 primarily due to adecrease in revenue of $88.0 million, driven by lower net investment income and adecreasein
premiums as total in-force life insurance policies within the closed block continue to decline as the block ages.

*  Policy acquisition cost amortization decreased $93.0 million for the twelve months ended December 31, 2013 compared with the twelve
months ended December 31, 2012. The decrease in amortization is primarily attributable to a positive unlock impact as aresult of the
annual comprehensive review of assumptionsin the fourth quarter of 2013. For the twelve months ended December 31, 2013 the unlock
resulted in abenefit to amortization of $25.4 million, while for the twelve months ended December 31, 2012 the unlock resulted in an
additional $55.6 million worth of amortization. The most significant driver of the positive 2013 unlock results was the incorporation of a
mortality improvement assumption in the overall mortality table, which resulted in improved expected mortality on universal life and
variable universal life products.
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Partially offsetting the increase in income from continuing operations were the following items:

*  Premium revenue decreased $50.7 million for the twelve months ended December 31, 2013 compared with the twelve months ended
December 31, 2012 as aresult of lower renewal premiums and paid up additions on policies within the closed block due to declining
policiesin force. The lower premiumsin the closed block are offset by reductions in policyholder dividends.

*  Netinvestment income decreased by $38.1 million for the twelve months ended December 31, 2013 compared to the twelve months ended
December 31, 2012. The decrease was primarily due to $39.8 million in lower investment income on long-term debt securities as bonds
meature and are reinvested at lower yields. Of the reduction in net investment income, $43.7 million is attributable to the closed block and is
offset by adecrease in policyholder dividends.

*  Operating expenses increased by $83.8 million for the twelve months ended December 31, 2013, compared to the twelve months ended
December 31, 2012. The increase in operating expenses was aresult of higher professional fees and outside consulting and legal services
primarily due to the preparation of financial statements and remediation efforts.

A net loss from discontinued operations of $2.9 million was recognized for the twelve months ended December 31, 2013, compared to a net loss of
$15.6 million for the twelve months ended December 31, 2012. The changeis primarily the result of outside legal feesin the prior year aswell asthe
commutation of certain contractsin the second quarter of 2012 that did not recur in 2013.

Effects of Inflation
For the years 2014, 2013 and 2012, inflation did not have a material effect on our consolidated results of operations.
Enterprise Risk Management

We have an enterprise-wide risk management program. Our Chief Risk Officer reportsto the Chief Executive Officer and monitors our risk
management activities. The Chief Risk Officer provides regular reports to the Board without the presence of other members of management. Our
risk management governance consists of several management committees to oversee and address issues pertaining to all our major risks—
operational, market and product—as well as capital management. In all cases, these committeesinclude one or more of our Chief Executive Officer,
Chief Financia Officer, Chief Investment Officer and Chief Risk Officer.

Operational Risk

Operational risk istherisk of loss resulting from inadequate or failed internal processes, people and systems or from external events. Asreported
in“Item 9A: Controls and Procedures’ of this Form 10-K, the Company has concluded that there are material weaknessesin itsinternal control
over financial reporting, which have materially adversely affected its ability to timely and accurately report its results of operations and financial
condition, and that its disclosure controls and procedures are ineffective as of December 31, 2014. These material weaknesses have not been fully
remediated as of the filing date of thisreport and the Company cannot assure that other material weaknesseswill not be identified in the future. It
is necessary for the Company to maintain effective internal control over financial reporting to prevent fraud and errors, and to maintain effective
disclosure controls and procedures so that it can provide timely and reliable financial and other information. If the Company failsto maintain an
effective system of internal controls, the accuracy and timing of itsfinancial reporting may be adversely affected. Further, the absence of timely
and reliable financial and other information about the Company’ s business operations may inhibit the Company’s ability to identify operational
risk. A failureto correct material weaknessesin our internal controls could result in further restatements of financial statements and correction of
other information filed with the SEC. See“Item 1A: Risk Factors’ in Part | of this Form 10-K for a description of these and other risks that may
impact the Company’s operations. Also see “Item 9A: Controls and Procedures’ in Part |1 of this Form 10-K for more information regarding these
weaknesses, an eval uation of the effectiveness of the Company’s disclosure controls and procedures, and the Company’s remediation plans.
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The Operational Risk Committee, chaired by the Chief Risk Officer, devel ops an enterprise-wide framework for managing operational risks. This
committee meets periodically and includes membership that represents all significant operating, financial and staff departments of the Company.
Among the risks the committee reviews and manages and for which it provides general oversight are business continuity risk, disaster recovery
risk and risksrelated to the Company’s information technology systems.

Market Risk

Market risk isthe risk that we will incur losses due to adverse changesin market rates and prices. We have exposure to market risk through both
our investment activities and our insurance operations. Our investment objective isto maximize after-tax investment return within defined risk
parameters. Our primary sources of market risk are:

+ interest raterisk, which relates to the market price and cash flow variability associated with changes in market interest rates;

+  credit risk, which relates to the uncertainty associated with the ongoing ability of an obligor to make timely payments of principal and
interest; and

*  equity risk, which relatesto the volatility of pricesfor equity and equity-like investments, such as limited partnerships.

We measure, manage and monitor market risk associated with our insurance and annuity business as part of our ongoing commitment to fund
insurance liabilities. We have devel oped an integrated process for managing the interaction between product features and market risk. This
process involves our Corporate Finance, Corporate Portfolio Management and Life and Annuity Product Development departments. These areas
coordinate with each other and report results and make recommendations to our Asset-Liability Management Committee (“ALCO”) chaired by the
Chief Risk Officer.

We also measure, manage and monitor market risk associated with our investments, both those backing insurance liabilities and those supporting
surplus. This process primarily involves Corporate Portfolio Management. This organization makes recommendations and reports results to our
Investment Policy Committee, chaired by the Chief Investment Officer. Please refer to the sections that follow, including “ Debt and Equity
Securities,” following this discussion of Enterprise Risk Management, for more information on our investment risk exposures. Within the
parameters specified in our investment policy, we regularly refine our allocations based on factors including ratings, duration and type of fixed
income security to appropriately balance market risk exposure and expected return.

Interest Rate Risk Management

Interest raterisk isthe risk that we will incur economic losses due to adverse changesin interest rates. Our debt security investmentsinclude U.S.
and foreign government bonds, securities issued by government agencies, corporate bonds, asset-backed securities and mortgage-backed
securities, most of which are exposed to changes in medium-term and long-term U.S. Treasury rates. Our exposure to interest rate changes results
primarily from our significant holdings of fixed rate investments and our interest-sensitive insurance liabilities. Our insurance ligbilities largely
comprise dividend-paying individual whole life and universal life policies and annuity contracts.

We manage interest rate risk as part of our asset-liability management and product development processes. Asset-liability management strategies
include the segmentation of investments by product line and the construction of investment portfolios designed to satisfy the projected cash
needs of the underlying product liabilities. All asset-liability strategies are approved by the ALCO. We manage the interest rate risk in portfolio
segments by modeling and analyzing asset and product liability durations and projected cash flows under a number of interest rate scenarios.

We also manage interest rate risk by purchasing securities that feature prepayment restrictions and call protection. Our product design and pricing
strategiesinclude the use of surrender charges or restrictions on withdrawal sin some products. We regularly undertake a sensitivity analysis that
calculates liability durations under various cash flow scenarios. In addition, we monitor the short- and medium-term asset and liability cash flows
profiles by portfolio to manage our liquidity needs.

One of the key measures we use to quantify our interest rate exposure is duration, ameasure of the sensitivity of the fair value of assets and
liabilitiesto changesin interest rates. For example, if interest rates increase by 100 basis points, or 1%, the fair value of an asset or liability with a
duration of fiveis expected to decrease by 5%. We believe that as of December 31, 2014, our asset and liability portfolio durations were reasonably
matched.
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The Company uses an industry recognized analytic model to calculate the fair value of its fixed income portfolio. The Company’sinterest rate
sensitivity analysis reflects the change in market value assuming a +/-100 basis point parallel shift in theyield curve. The 100 basis point
downward shift has afloor of zero to prevent rates from becoming negative. The table below shows the estimated interest rate sensitivity of our
fixed income financial instruments measured in terms of fair value.

Interest Rate Sensitivity of

Fixed Income Financial Instruments: As of December 31, 2014
($in millions) -100 Basis +100 Basis
Point Fair Point
Change Value Change

Cash and short-term investments $ 600.1 $ 599.7 $ 599.2
Available-for-sale debt securities 13,381.3 12,679.3 11,997.7
Available-for-sale equity securities[1] 128.6 117.2 105.8
Fair valueinvestments [2] 122.8 111.9 102.5
Totals $ 142328 % 135081 $ 12,805.2

[1] Fair value of available-for-sale equity securities excludes $62.3 million of common stock securities, which are not directly related to interest rates.
[2] Includes debt securities where the fair value option has been elected.

See Note 13 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional
information on fair value instruments.

We also use derivative financial instruments, primarily interest rate swaps, to manage our residual exposure to fluctuationsin interest rates. We
enter into derivative contracts with anumber of highly rated financial institutions, to both diversify and reduce overall counterparty credit risk
exposure.

We enter into interest rate swap agreements to reduce market risks from changesin interest rates. We do not enter into interest rate swap
agreements for trading purposes. Under interest rate swap agreements, we exchange cash flows with another party at specified intervalsfor a set
length of time based on a specified notional principal amount. Typically, one of the cash flow streams is based on afixed interest rate set at the
inception of the contract and the other is based on avariable rate that periodically resets. No premium is paid to enter into the contract and neither
party makes payment of principal. The amounts to be received or paid on these swap agreements are accrued and recognized in net investment
income.

The table below shows the interest rate sensitivity of our derivatives measured in terms of fair value, excluding derivative liabilities embedded in

products. These exposures will change as our insurance liabilities are created and discharged and as aresult of portfolio and risk management
activities.

Interest Rate Sensitivity of

Derivatives: As of December 31, 2014
($in millions) Weighted- -100 Basis +100 Basis
Notional Average Term Point Fair Point
Amount (Years) Change Value Change
Interest rate swaps $ 114.0 9.9 $ 172 $ 78 % 0.7)
Variance swaps 0.9 20 (8.7) (8.6) (8.5)
Swaptions 777.0 0.2 — 0.1 8.3
Put options 692.5 4.0 35.6 311 26.8
Call options[1] 15 0.9 0.8 0.9 0.9
Cross currency swaps 10.0 15 0.6 0.6 0.6
Equity futures 4.1 0.3 (0.5) (0.5) (0.5)
Total $ 1,600.0 $ 450 $ 314 % 26.9

[1] Excludes call options used to hedge fixed indexed annuity products.

See Note 12 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional



information on derivative instruments.
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To calculate duration for liabilities, we project liability cash flows under anumber of stochastically generated interest rate scenarios and discount
them to anet present value using arisk-free market rate increased for CSA. For interest-sensitive liabilities the projected cash flows reflect the
impact of the specific scenarios on policyholder behavior as well as the effect of minimum guarantees. Duration is calculated by revaluing these
cash flows at an alternative level of interest rates and by determining the percentage changein fair value from the base case.

Liabilitiesin excess of the policyholder account balance for universal life contracts, some of which contain secondary guarantees, are generally
determined by estimating the expected value of benefits and expenses when claims are triggered and recognizing those benefits and expenses over
the accumulation period based on total expected assessments. The assumptions used in estimating these liabilities are consistent with those used
for amortizing DAC. The universal life block of business has experience which produces profitsin earlier periods followed by lossesin later
periods for which aliability isrequired to be held in addition to the policy liabilities recorded.

Seethe“ Critical Accounting Estimates’ section above for more information on DAC and policy liabilities and accruals.

To estimate the impact of a 100 basis point increase or decrease in interest rates, the Company revised estimated future new money yields thereby
modifying future expected portfolio returns. These shocks resulted in higher or lower investment margins and discount rates for products subject
to loss recognition and profits followed by losses. All material, interest sensitive blocks of business were considered; the most significant of
whichisuniversal life. We measured the impact upon deferred policy acquisition costs and policy liabilities.

The selection of a 100 basis point immediate increase or decrease in interest rates at all points on theyield curveis a hypothetical rate scenario
used to demonstrate potential risk. While a 100 basis point immediate increase or decrease of this type does not represent our view of future
market changes, it is a hypothetical near-term change that illustrates the potential effect of such events. Although these measurements provide a
representation of interest rate sensitivity, they are based on our exposures at a point in time and may not be representative of future market results.
These exposures will change as aresult of new business, management’s assessment of changing market conditions and available investment
opportunities.

The table below shows the interest rate sensitivity of our deferred policy acquisition costs and policy liabilities.

Interest Rate Sensitivity of

DAC and Policy Liabilities: As of December 31, 2014
($in millions) -100 Basis +100 Basis -100 Basis +100 Basis
Point Point Point Policy Point
Change DAC [1] Change Change Liabilities [1] Change
Universal life PFBL $ — % — % — 3 210 $ 3359 $ 297.7
Other universal life 298.3 312.2 318.6 2141 2121 2114
Other life and annuity products [2] 33 33 33 217.7 208.4 200.5

[1] The values below represent changes to balances before adjustment for unrealized gains/losses.
[2] Includesterm life and payout annuity products subject to loss recognition.

The profits followed by losses reserveis, asindicated above, particularly sensitive to interest rate changes. Investment earnings on the portfolio
backing these policies aswell as the discount rate on the liability are based on assumptions regarding the portfolio earned rates, both in the near
term aswell asthe ultimate long-term earned rate. The long-term earned rate is reviewed annually as part of the unlock. Near term portfolio yields
are assumed to revert to the long-term yield based on market implied forward rates. Thisanalysisis updated quarterly and can result in volatility in
net income during periods in which forward rates change significantly.
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Guaranteed Minimum Interest Crediting Rates

The primary potential risk to our operations related to guaranteed minimum interest crediting rates could arise mainly in our universal life product
since the account values with higher guarantees, primarily 4.0%, are concentrated in this product. Our other annuity products also contain
guaranteed minimum interest rates but the aggregate account values or the guaranteed minimum rates are relatively lower compared to universal
life. At December 31, 2014, we have approximately $16.4 billion of policyholder insurance liabilities and policyholder deposit funds. Of this amount,
approximately $5.2 hillion represents contracts with crediting rates that may be adjusted over the life of the contract, subject to certain guaranteed
minimums. The table below summarizes the related account values of policieswith guaranteed minimum interest rates using ranges indicating the
percentage of account values at the guaranteed minimum interest rate range. Our products that do not have an account value with a guaranteed
minimum crediting rate are not included in the table below, even though most of our products to some degree are sensitive to interest rates. The
table bel ow focuses on products with both an account value and a guaranteed minimum interest rate. See the “Low Interest Rate Environment”
section below for further discussion.

Range of Guaranteed Minimum Interest Crediting Rates: As of December 31, 2014
($inbillions) % of Account
Values at
Guaranteed
Account Minimum
Values Crediting Rate
Lessthan 1.5% [1] $ 2.8 83.1%
Equal to or greater than 1.5% but less than 3.5% 0.5 77.5%
Equal to or greater than 3.5% but less than or equal to 4.0% 15 83.6%
Greater than 4.0% but less than 5.0% 0.3 79.3%
Equal to or greater than 5.0% 0.1 60.2%
Total $ 5.2

[1] Of the $2.8 billion, $2.7 billion represents account value in fixed indexed annuity products. Most of these contracts have guaranteed minimum interest crediting
rates of 0%, or close to 0%.

Credit Risk Management

We manage credit risk through the fundamental analysis of the underlying obligors, issuers and transaction structures. Through internal staff and
an outsource relationship, we employ experienced credit analysts who review obligors' management, competitive position, cash flow, coverage
ratios, liquidity and other key financial and non-financial information. These analysts recommend the investments needed to fund our liabilities
while adhering to diversification and credit rating guidelines. In addition, when investing in private debt securities, we rely upon broad accessto
management information, negotiated protective covenants, call protection features and collateral protection. We review our debt security portfolio
regularly to monitor the performance of obligors and assess the stability of their current credit ratings.

We also manage credit risk through industry and issuer diversification and asset allocation. Maximum exposure to an issuer or derivatives
counterparty isdefined by quality ratings, with higher quality issuers having larger exposure limits. We have an overall limit on bel ow-investment-
grade rated issuer exposure. In addition to monitoring counterparty exposures under current market conditions, exposures are monitored on the
basis of a hypothetical “stressed” market environment involving a specific combination of declinesin stock market prices and interest rates and a
spikein implied option activity.

Equity Risk Management
Equity risk istherisk that we will incur economic losses due to adverse changes in equity prices. At December 31, 2014, we held certain financial
instruments that are sensitive to equity market movements, including available-for-sale equity securities, primarily related to our holdings of

common stock and mutual funds, private equity partnership interests and other equities, aswell asfair value equity instruments, equity options
and other investments. We manage equity price risk through industry and issuer diversification and asset all ocation techniques.
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The table below shows the sensitivity of our investments that are sensitive to public equity market movements measured in terms of their fair
value.

Sensitivity to

Public Equity Market Movements: As of December 31, 2014
($in millions) Balance after Balance after
-10% Equity Fair +10% Equity
Price Change Value Price Change
Available-for-sale equity securities [1] $ 56.1 $ 623 $ 68.5
Limited partnerships and other investments [2] 261.6 290.7 319.8
Derivative instruments [3] 40.5 314 24.6
Fair value equity investments [4] 21.2 235 25.9

[1] Available-for-sale equity securities excludes $117.2 million of perpetual preferred equity securities.

[2] Includes private equity funds. The value of private equity investments are not highly correlated to public equity markets, because of their liquidity and valuation
methodol ogies. Direct private equity investments have been included in the sensitivity because they are a significant equity exposure for the Company.

[3] Primarily includes swaptions, put options, call options and equity futures, excluding those associated with the fixed indexed annuity products.

[4] Includes equity securities backing our deferred compensation liabilities.

Certain liabilities are sensitive to equity market movements. Our exposure to changes in equity prices primarily results from our variable annuity
and variablelife products. We manage our insurance liability risks on an integrated basis with other risks through our liability and risk management
and capital and other asset allocation strategies.

Certain variable annuity products sold by our Life Companies contain GMDBs. The GMDB feature provides annuity contract owners with a
guarantee that the benefit received at death will be no less than a prescribed amount. This minimum amount is based on the net deposits paid into
the contract, the net deposits accumulated at a specified rate, the highest historical account value on a contract anniversary or, if acontract has
more than one of these features, the greatest of these values. To the extent that the GMDB is higher than the current account value at the time of
death, the Company incurs a cost. Thistypically resultsin an increase in annuity policy benefitsin periods of declining financial marketsand in
periods of stable financial markets following adecline. As of December 31, 2014, the difference between the GMDB and the current account value
(NAR) for al existing contracts was $19.8 million. This was our exposure to loss had all contract owners died on December 31, 2014. See Note 11 to
our consolidated financial statements under “Item 8: Financia Statements and Supplementary Data’ in this Form 10-K for additional information.

Certain variable annuity products sold by our Life Companies contain guaranteed minimum living benefits. These include guaranteed minimum
accumulation, withdrawal, income and payout annuity floor benefits. The GMAB guarantees areturn of deposit to apolicyholder after 10 years
regardless of market performance. The GMWB guarantees that a policyholder can withdraw a certain percentage for life regardless of market
performance. The GMIB guarantees that a policyholder can convert his or her account value into a guaranteed payout annuity at a guaranteed
minimum interest rate and a guaranteed mortality basis, while also assuming acertain level of growth in theinitial deposit. We also offer a
combination rider that offers both GMAB and GM DB benefits. We have established a hedging program for managing the risk associated with our
guaranteed minimum accumulation and withdrawal benefit features. We continue to analyze and refine our strategies for managing risk exposures
associated with all our separate account guarantees.

See Note 6 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional
information regarding DAC.
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The table below shows the estimated equity risk sensitivity of our liability products that are sensitive to equity market movements measured in
terms of their fair value.

Equity Risk Sensitivity of

Our Liability Products: As of December 31, 2014

($in millions) Balance after Balance after
-10% Equity Fair +10% Equity
Price Change Value Price Change

GMAB [1] $ 13 $ 03 $ (2.9

GMWB [1] 11.2 7.3 38

COMBO [1] (0.2) (0.2) (0.3)

[1] The vaues above represent changes to balances before adjustment for unrealized gaing/losses.

The selection of a 10% increase or decrease in equity pricesis ahypothetical rate scenario used to demonstrate potential risk. While a 10%
increase or decrease does not represent our view of future market changes, it is a hypothetical near-term change that illustrates the potential effect
of such events. Although these fair value measurements provide arepresentation of equity market sensitivity, they are based on our exposures at
apoint in time and may not be representative of future market results. These exposures will change as aresult of new business, management’s
assessment of changing market conditions and available investment opportunities.

We sponsor defined benefit pension plans for our employees. For U.S. GAAP accounting purposes, we assumed a 7.5% long-term rate of return
on plan assets in the most recent valuations, performed as of December 31, 2014. To the extent there are deviations in actual returns, there will be
changes in our projected expense and funding requirements. As of December 31, 2014, the projected benefit obligation for our funded and
unfunded defined benefit plans was in excess of plan assets by $174.5 million and $153.7 million, respectively. We made contributions totaling
$11.8 million and $11.4 million to the pension plans during 2014 and 2013, respectively. We expect to make no contributions over the next 12
months.

Effective March 31, 2010, all benefit accruals under all of our funded and unfunded defined benefit plans were frozen.

See Note 16 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional
information on our employee benefit plans.

Low Interest Rate Environment

Asaresult of the continuing low interest rate environment, the Company’s current reinvestment yields are generally lower than the current
investment portfolio yield, primarily for our investmentsin fixed income securities. We expect our portfolio income yieldsto continue to gradually
declinein future periods if interest rates remain low. Approximately 35.0% of the Company’s $16.4 billion total policy liabilities and deposit funds
have account values that contain certain guaranteed minimum interest rates, principally universal life, fixed indexed annuities, and the fixed return
portion of variable annuities.

For certain products, we guarantee interest rates to our policyholders and primarily invest in fixed rate securities to fund those guaranteed rates.
Interest rate spread management could impact the Company most significantly in itsuniversal life policies, since guaranteed interest rates, in some
cases, are near or approaching our current reinvestment rate on our related fixed income securities. At approximately $2.0 billion, universal life
account values represent less than 15.0% of our total policy liabilities, accruals, and deposit funds. The current book yield of the investment
portfolio backing our universal life policies was approximately 4.8% at December 31, 2014 while the guaranteed minimum policyholder crediting rate
for these policies was primarily at 4.0%.

While fixed indexed annuities comprise alarger balance of policies with guaranteed minimum interest rates to protect theinitial investment, the
crediting / guarantee rates on these products adjust more consistently with interest rates so there is aless significant impact to our results of
operations. Our traditional products, such as whole-life and term, may also have areducing impact on net income resulting from the underlying
assets that may haveto be reinvested at interest rates that are lower than the current portfolio rates. However, our traditional products do not have
account values with stated guaranteed minimum interest rates.
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The Company estimates that the annualized net investment income yield on its fixed income securities, excluding the closed block, was
approximately 4.6% during the year ended December 31, 2014. The average investment rate on fixed income securities purchases, excluding the
closed block, during the year ended December 31, 2014 was approximately 3.9% on total purchases of approximately $1.6 billion. Management
estimates that proceeds from maturities, calls and prepayments of approximately $500 million is expected to be available for reinvestment over the
next 12 months, before considering new deposits and premiums and other cash flow uses. Assuming such amounts are reinvested at new money
interest rates prevailing at December 31, 2014, we estimate that would reduce net investment income by less than $5 million during the next 12
months. The estimated impact is subject to change as the composition of the portfolio changes through normal portfolio management and other
factors.

The low interest rate environment discussion immediately above does not include the additional and interrelated impacts to earnings from the
amortization of deferred policy acquisition costs and profits followed by losses which occursin response to changing estimated gross profits. (See
“Enterprise Risk Management - Market Risk - Interest Rate Sensitivity of DAC and Policy Liabilities’ discussion above.) Also, as noted
previously, the low interest rate environment impacts the pension plan assets and the discount on the liabilities. (See “ Critical Accounting
Estimates - Pension and Other Post-Employment Benefits’ discussion above.)

The Company’s closed block could also be impacted by the low interest rate environment, but to alesser degree than the items described above.
The closed block was established to benefit the policyholders at the time of demutualization utilizing assets that were allocated to the closed block.
Closed block earningswill not inure to the Company’s stockholders, and closed block policyholder dividends could be adjusted if investment
income is substantially lower than initially projected. If interest rates are very low for a prolonged period of time, or mortality changes dramatically,
or both, and the Company has insufficient funds to make policy benefit paymentsthat are guaranteed, the Company’s earnings could be impacted
since such payments may need to be made from assets outside of the closed block. See Note 5 to our consolidated financial statements under
“Item 8: Financia Statements and Supplementary Data” in this Form 10-K for additional information on the closed block.

Estimated Fair Value M easur ement

Fair value is based upon quoted market prices, where available. If listed prices or quotes are not available, or are based on disorderly transactions
or inactive markets, fair value is based upon internally developed models that use primarily market-based or independently sourced market
parameters, including interest rate yield curves, option volatilities and currency rates. Valuation adjustments may be made to ensure that financial
instruments are recorded at fair value. These adjustments include amounts to reflect counterparty credit quality, our own creditworthiness,
liquidity and unobservable parameters that are applied consistently over time.

Using professional judgment and experience, we evaluate and weigh the relevance and significance of all readily available market information to
determine the best estimate of fair value. The fair value investments with unobservabl e inputs are determined by management after considering
prices from our pricing vendors. Fair values for debt securities are primarily based on yield curve analyses along with ratings and spread data.
Other inputs may be considered for fair value calculations including published indexed data, sector specific performance, comparabl e price sources
and similar traded securities.

See Note 13 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional
information regarding the estimated fair value of investments.

Debt and Equity Securities

Weinvest in avariety of debt and equity securities. We classify these investments into various sectors using industry conventions; however, our
classifications may differ from similarly titled classifications of other companies. We classify debt securitiesinto investment grade and bel ow-
investment-grade securities based on ratings prescribed by the National Association of Insurance Commissioners (“NAIC”). Inamgjority of

cases, these classifications will coincide with ratings assigned by one or more Nationally Recognized Statistical Rating Organizations (“NRSROSs”);
however, for certain structured securities, the NAIC designations may differ from NRSRO designations based on the amortized cost of the
securitiesin our portfolio.
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Our available-for-sale debt securities portfolio consists primarily of investment grade publicly traded and privately placed corporate bonds,
residential mortgage-backed securities (“RMBS”), commercial mortgage-backed securities (“CMBS”) and other asset-backed securities (“ABS’).
As of December 31, 2014, available-for-sale equity securitiesinclude $117.2 million of perpetual preferred securities, of which $39.8 million was

bel ow-investment-grade. As of December 31, 2014, our available-for-sale debt securities, with afair value of $12,679.3 million, represented 77.8% of

total investments.

Available-for-Sale Debt Securities Ratings by Percentage:

As of December 31, 2014

($in
millions)
% of % of
NAIC Fair Fair Amortized Amortized
Rating S& P Equivalent Designation Value Value Cost Cost
AAA/AAIA $ 7,237.0 57.1% $ 6,777.6 56.6%
2 BBB 4,593.5 36.2% 4,359.4 36.4%
Total investment grade 11,830.5 93.3% 11,137.0 93.0%
3 BB 538.3 4.3% 528.8 4.5%
4 B 254.2 2.0% 256.6 2.1%
5 CCC and lower 375 0.3% 394 0.3%
6 In or near default 18.8 0.1% 16.2 0.1%
Total available-for-sale debt securities $ 12,6793 100.0% $ 11,9780 100.0%
Available-for-Sale Debt Securities by Type: As of December 31, 2014
($in millions) Unrealized Gains (L osses)
Fair Amortized Gross Gross
Value Cost Gains L osses Net
U.S. government and agency $ 4434  $ 388.3 552 % 0.1) 55.1
State and political subdivision 557.9 518.3 421 (2.5) 39.6
Foreign government 230.9 205.8 26.5 (1.4) 25.1
Corporate 8,398.1 7,942.7 530.0 (74.6) 455.4
CMBS 651.2 602.9 484 (0.1) 48.3
RMBS 1,932.2 1,862.5 81.6 (11.9) 69.7
Collateralized debt obligation (“ CDO") /
collateralized loan obligation (“ CLO") 196.9 1975 2.7 (3.3) (0.6)
Other ABS 268.7 260.0 134 (4.7 8.7
Total available-for-sale debt securities $ 126793 $ 11,978.0 799 $ (98.6) 701.3
Available-for-sale debt securities
outside closed block
Unredlized gains $ 56433 $ 5,301.5 3418 % — 341.8
Unrealized |osses 1,159.0 1,225.2 — (66.2) (66.2)
Total outside the closed block 6,802.3 6,526.7 341.8 (66.2) 275.6
Available-for-sale debt securities
in closed block
Unredized gains 5,235.2 47771 458.1 — 458.1
Unrealized |osses 641.8 674.2 — (324) (32.4)
Total in the closed block 5,877.0 5,451.3 458.1 (32.9) 425.7
Total available-for-sale debt securities $ 126793 $ 11,978.0 799 % (98.6) 7013
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Available-for-Sale Debt Securities by Type and Credit Quality: As of December 31, 2014
($in millions) Investment Grade Below Investment Grade
Fair Amortized Fair Amortized
Value Cost Value Cost

U.S. government and agency $ 4434 $ 3883 $ — % —
State and political subdivision 557.9 518.3 — —
Foreign government 214.6 191.1 16.3 14.7
Corporate 7,654.4 7,202.8 743.7 739.9
CMBS 651.2 602.9 — —
RMBS 1,899.0 1,829.3 332 332
CDO/CLO 171.9 174.0 250 235
Other ABS 238.1 230.3 30.6 29.7
Total available-for-sale debt securities $ 118305 $ 111370 $ 8488 $ 841.0
Per centage of total available-for-sale debt securities 93.3% 93.0% 6.7% 7.0%

We manage credit risk through industry and issuer diversification. Maximum exposure to an issuer is defined by quality ratings, with higher quality
issuers having larger exposure limits. Our investment approach emphasizes a high level of industry diversification. Thetop five industry holdings
as of December 31, 2014 in our available-for-sale debt and short-term investment portfolio were banking (7.5%), electrical utilities (6.6%), oil/oil
services and equipment (6.1%), diversified financial services (3.9%) and real estate investment trusts (2.9%).

Eurozone Exposure

The following table presents exposure to European debt. We have focused on the countries experiencing significant economic, fiscal or political
strain that could increase the likelihood of default.

Fair Value of Eurozone Exposure by Country As of December 31, 2014
($in millions) Sovereign Financial % of Debt
Debt Institutions All Other Total Securities [1]

Spain $ — % 04 $ 350 $ 354 0.3%
Ireland — — 429 42.9 0.3%
Italy — — 85 85 0.1%
Portugal — — 0.7 0.7 0.1%
Total — 04 87.1 875 0.8%
All other Eurozone [2] 4.5 67.9 265.6 338.0 2.5%
Total $ 45 % 683 $ 3527 % 425.5 3.3%

[1] Inclusive of available-for-sale debt securities and short-term investments.
[2] Includes Belgium, Finland, France, Germany, Latvia, Luxembourg and Netherlands.

Residential Mortgage-Backed Securities
Weinvest directly in RMBS. To the extent these assets deteriorate in credit quality and decline in value for an extended period, we may redlize

impairment losses. When making investment decisions, we have been focused on identifying those securities that could withstand significant
increases in delingquencies and forecl osures in the underlying mortgage pools before incurring aloss of principal.
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Most of our RMBS portfoliois highly rated. At December 31, 2014, 98.3% of the total residential portfolio was rated investment grade. We hold
$181.2 million of RMBS investments backed by prime rated mortgages, $190.2 million backed by Alt-A mortgages and $110.1 million backed by sub-
prime mortgages, which combined amount to 2.9% of our total investments. The majority of our prime, Alt-A and sub-prime exposure is investment
grade, with 86.5% rated NAIC-1 and 6.5% rated NAIC-2. We have employed a disciplined approach in the analysis and monitoring of our
mortgage-backed securities. Our approach involves a monthly review of each security. Underlying mortgage data is obtained from the security’s
trustee and analyzed for performance trends. A security-specific stress analysisis performed using the most recent trustee information. This
analysisforms the basis for our determination of whether the security will pay in accordance with the contractual cash flows. There were no RMBS
impairments for the year ended December 31, 2014.

Residential M ortgage-Backed Securities:

in
E’rﬁllions) As of December 31, 2014
NAIC Rating
1 2 3 4 5 6
AAA/ Inor
Amortized Fair % Invested AA/ CCC and Near % Closed
Cost [1] Value[1] Assets [2] A BBB BB B Below Default Block

Collateral

Agency $ 1,4257 $ 14750 8.8% 100.0% —% —% —% —% —% 43.3%
Prime 171.8 181.2 1.1% 88.8% 6.0% 2.9% 2.3% —% —% 46.3%
Alt-A 185.5 190.2 1.1% 80.0% 10.4% 3.1% 3.1% 3.4% —% 32.1%
Sub-prime 103.8 110.1 0.7% 94.4% 0.5% 2.1% 3.0% —% —% 10.5%
Total $ 1,886.8 $ 1,956.5 11.7% 96.7% 1.6% 0.7% 0.7% 0.3% —% 40.6%

[1] Individual categories may not agree with the Available-for-Sale Debt Securities by Type table on previous page due to nature of underlying collateral. In addition,
RMBS holdings in this exhibit include $24.3 million classified as fair value investments on the consolidated balance sheets. For these fair value investments, there
is no impact to OCI as carrying value is equal to fair value.

[2] Percentages based on fair value of total investments, including cash and cash equivalents.

Commercial Mortgage-Backed Securities
Weinvest directly in CMBS. To the extent these assets deteriorate in credit quality and decline in value for an extended period, we may redlize

impairment losses. When making investment decisions, we have been focused on identifying those securities that could withstand significant
increases in delingquencies and forecl osures in the underlying mortgage pools before incurring aloss of principal.

Commercial Mortgage-Backed Securities:

($in millions) As of December 31, 2014
Year of Issue
S& P Equivalent Amortized Fair % Invested Post- 2004 and % Closed

Rating Designation Cost [1] Value[1] Assets [2] 2007 2007 2006 2005 Prior Block
NAIC-1  AAA/AA/A $ 6035 $ 6519 3.9% 59.7% 5.6% 18.7% 10.6% 5.4% 37.0%
NAIC-2 BBB 6.5 6.6 —% —% —% 44.5% 55.5% —% 33.3%
NAIC-3 BB — — —% —% —% —% —% —% —%
NAIC-4 B 9.9 10.7 0.1% —% —% —% —% 100.0% 50.0%
NAIC-5 CCC and below — — —% —% —% —% —% —% —%
NAIC-6 In or near default 3.6 3.8 —% —% —% —% —% 100.0% 37.0%
Total $ 6235 $ 6730 4.0% 57.9% 5.4% 18.5% 10.8% 7.4% 37.0%

[1] Includes commercial mortgage-backed CDOs with amortized cost and fair values of $17.0 million and $18.2 million, respectively. CMBS holdings in this exhibit
include $3.6 million classified as fair value investments on the consolidated balance sheets. For these fair value investments, there is no impact to OCl as
carrying value is equal to fair value.

[2] Percentages based on fair value of total investments, including cash and cash equivalents.
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Realized Gainsand L osses

The following table presents certain information with respect to realized investment gains and losses including those on debt securities pledged as
collateral, with losses from OTTI charges reported separately in the table. These impairment charges were determined based on our assessment of
factors enumerated below, as they pertain to the individual securities determined to be other-than-temporarily impaired.

Sources and Types of Net Realized Investment Gains (L osses): For the years ended December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised
Total other-than-temporary debt impairments $ 56 $ (70 ¢ (45.7)
Portion of losses recognized in OCI (0.4) (4.8) 22.9
Net debt impair mentsrecognized in earnings $ 60 $ (11.8) $ (22.8)
Debt security impairments:
U.S. government and agency $ — 3 —  $ —
State and political subdivision — — (0.6)
Foreign government — — —
Corporate (6.0) (3.8) (3.0
CMBS — 2.7 4.1
RMBS — 4.3 (10.3)
CDO/CLO — (1.0 (3.8)
Other ABS — — (1.0)
Net debt security impairments (6.0) (11.8) (22.8)
Equity security impairments (2.1) — (4.8)
Limited partnerships and other investment impairments — — (0.3)
Impairment losses 8.1) (11.8) (27.9)
Debt security transaction gains 418 45.3 46.4
Debt security transaction losses 17.7) (2.2 (11.1)
Equity security transaction gains 104 4.2 144
Equity security transaction losses (1.0 (3.8) (0.9)
Limited partnerships and other investment transaction gains — 0.8 7.7
Limited partnerships and other investment transaction losses 0.7) (4.6) (2.5)
Net transaction gains (losses) 328 39.7 54.5
Derivative instruments (20.8) 27.7) (50.4)
Embedded derivatives[1] (45.9) 12.2 49
Assets valued at fair value 0.8 36 21
Net realized investment gains (losses), excluding impairment losses (33.1) 27.8 111
Net realized investment gains (losses), including impair ment losses $ (412) 8 160 $ (16.8)

[1] Includesthe change in fair value of embedded derivatives associated with fixed index annuity indexed crediting feature and variable annuity riders. See Note 11 to
our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional disclosures.
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Other-than-Temporary Impair ments

Management assessed all securitiesin an unrealized loss position in determining whether impairments were temporary or other-than-temporary. In
reaching its conclusions, management exercised significant judgment and used a number of issuer-specific quantitative indicators and qualitative
judgments to assess the probability of receiving a given security’s contractual cash flows. Thisincluded the issue'simplied yield to maturity,
cumulative default rate based on rating, comparisons of issue-specific spreads to industry or sector spreads, specific trading activity in theissue
and other market data, such as recent debt tenders and upcoming refinancing requirements. Management also reviewed fundamental s such as
issuer credit and liquidity metrics, business outlook and industry conditions. Management maintains awatch list of securitiesthat isreviewed for
impairments. Each security on the watch list was eval uated, analyzed and discussed, with the positive and negative factors weighed in the ultimate
determination of whether or not the security was other-than-temporarily impaired. For securities for which no OTTI was ultimately indicated at
December 31, 2014, management does not have the intention to sell, nor doesit expect to be required to sell, these securities prior to their recovery.

OTTlIsrecorded on available-for-sale debt and equity securities were $8.1 million in 2014, $11.8 million in 2013 and $27.6 million in 2012. The 2014
impairments were driven primarily by deterioration inissuer credit and liquidity metrics, and business outlook.

Thefollowing table presents aroll-forward of pre-tax credit |osses recognized in earnings related to available-for-sale debt securities for which a
portion of the OTTI was recognized in OCI.

Credit Losses Recognized in Earnings on Available-for-Sale Debt Securities

for which a Portion of the OTTI L oss was Recognized in OCI: As of December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised
Balance, beginning of period $ (71.4) $ (726) $ (79.2)
Add: Credit losses on securities not previously impaired [1] — (12.2) (6.7)
Add: Credit losses on securities previously impaired [1] — 4.1 (13.3)

Less: Credit losses on securities impaired due to intent to sell — — —
Less: Credit losses on securities sold 19.0 6.4 26.5
Less: Increasesin cash flows expected on previously impaired securities — — —
Balance, end of period $ (524) $ (7114 $ (72.6)

[1] Additional credit losses on securities for which a portion of the OTTI loss was recognized in AOCI are included within net OTTI losses recognized in earnings on
the consolidated statements of income and comprehensive income.
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Unrealized Gainsand L osses

The following tables present certain information with respect to our gross unrealized gains and | osses related to our investments in debt securities
as of December 31, 2014. We separately present information that is applicable to unrealized losses both outside and inside the closed block. See
Note 8 to our consolidated financial statements under “Item 8: Financia Statements and Supplementary Data” in this Form 10-K for additional
information regarding the closed block. Applicable DAC and deferred income taxes further reduce the effect of unrealized gains and losses on our
comprehensive income.

Net unrealized investment gains and losses on securities classified as available-for-sale and certain other assets are included in our consolidated
bal ance sheets as a component of AOCI. The table below presents the special category of AOCI for debt securities that are other-than-temporarily
impaired when the impairment loss has been split between the credit |oss component (in earnings) and the non-credit component (separate
category of AOCI).

Available-for-Sale Debt Securities Non-Credit OTTI Lossesin AOCI, by Security Type: [1] As of December 31,
($in millions) 2014 2013
Asrestated

U.S. government and agency $ — 3 —
State and political subdivision (2.2) (1.2)
Foreign government — —
Corporate (8.3) (8.8)
CMBS 1.2 (3.49)
RMBS (25.5) (26.7)
CDOJ/CLO (13.9) (15.3)
Other ABS (1.8) (1.8)
Total available-for-sale debt securities non-credit OTTI lossesin AOCI $ (51.8) $ (57.1)

[1] Representsthe amount of non-credit OTTI losses recognized in AOCI excluding net unrealized gains or losses subseguent to the date of impairment.

Duration of Gross Unrealized L osses on

Securities Outside Closed Block: As of December 31, 2014

($ inmillions) 0-6 6-12 Over 12
Total Months Months Months

Available-for-sale debt securities outside closed block

Tota fair vaue $ 11590 $ 4515 % 488 §$ 658.7

Total amortized cost 1,225.2 464.5 511 709.6

Unrealized losses $ (66.2) $ (1300 $ (23) $ (50.9)

Number of securities[1] 330 131 17 182

Investment grade:

Unrealized losses $ (555 $ 97 $ (15 $ (44.3)

Below investment grade:

Unrealized losses $ (10.7) $ (33) $ 08) $ (6.6)

Available-for-sale equity securities outside closed block

Unrealized losses $ 05 $ — % — 3 (0.5)

Number of securities [1] 8 — — 8

[1] Certain securities are held in both the open and closed blocks.

For available-for-sale debt securities outside of the closed block with gross unrealized losses, 83.8% of the unrealized |osses after offsets pertain to
investment grade securities and 16.2% of the unrealized losses after offsets pertain to bel ow-investment-grade securities at December 31, 2014.
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The following table represents those securities whose fair value isless than 80% of amortized cost (significant unrealized 10ss) that have been at a

significant unrealized loss position on a continuous basis.

Duration of Gross Unrealized L osses on
Securities Outside Closed Block:

($inmillions)

Available-for-sale debt securities outside closed block
Unrealized losses over 20% of cost

Number of securities[1]

Investment grade:

Unrealized losses over 20% of cost

Below investment grade:

Unrealized losses over 20% of cost

Available-for-sale equity securities outside closed block
Unrealized losses over 20% of cost

Number of securities[1]

[1] Certain securities are held in both the open and closed blocks.

Duration of Gross Unrealized L osses on
Securities Inside Closed Block:

($inmillions)

Available-for-sale debt securitiesinside closed block
Total fair value
Total amortized cost

Unrealized |osses

Number of securities[1]

Investment grade:

Unrealized losses

Below investment grade:

Unrealized losses

Available-for-sale equity securitiesinside closed block

Unrealized losses

Number of securities [1]

[1] Certain securities are held in both the open and closed blocks.

As of December 31, 2014

0-6 6—-12 Over 12
Total Months Months Months
(282) $ 48 $ (0.6) (22.8)
17 5 2 10
(25.00 $ B7 % (0.6) (20.7)
B2 $ 11 $ — (2.2)
— % — 3 _ _
As of December 31, 2014
0-6 6—-12 Over 12
Total Months Months Months
6418 $ 2428 % 19.8 379.2
674.2 252.1 215 400.6
(324) % 93) $ @7 (21.9)
174 69 10 95
(229) $ 52 % (2.0) (16.7)
95 $ 41 $ (0.7) 4.7
11) $ o7 3% — (0.4)
11 4 — 7
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The following table represents those securities whose fair value isless than 80% of amortized cost (significant unrealized 10ss) that have been at a
significant unrealized loss position on a continuous basis.

Duration of Gross Unrealized L osses on

Securities Inside Closed Block: As of December 31, 2014
($in millions) 0-6 6-12 Over 12
Total Months Months Months

Available-for-sale debt securitiesinside closed block

Unrealized losses over 20% of cost $ 60 $ (35 $ 24 % 0.1
Number of securities[1] 7 4 1 2
Investment grade:

Unrealized losses over 20% of cost $ 43 $ 19 $ (24) $ —
Below investment grade:

Unrealized losses over 20% of cost $ @7n s (16 $ — 3 (0.1
Available-for-sale equity securitiesinside closed block

Unrealized losses over 20% of cost $ — 3 — 3 — % —

Number of securities[1] — — — —

[1] Certain securities are held in both the open and closed blocks.
Liquidity and Capital Resour ces

Liquidity refersto the ability of acompany to generate sufficient cash flow to meet its cash requirements. Capital refersto the long-term financia
resources availabl e to support the operations of our business, fund business growth and provide a cushion to withstand adverse circumstances.
Our ability to generate and maintain sufficient liquidity and capital depends on the profitability of our business, general economic conditions and
our access to the capital markets and alternate sources of liquidity and capital. We believe that cash flows from the sources of funds available to
us are sufficient to satisfy the current liquidity requirements, including under reasonably foreseeable stress scenarios.

The following discussion includes both liquidity and capital resources as these subjects are interrelated.

The Phoenix Companies, Inc. (consolidated)

Summary Consolidated Cash Flows: For the years ended December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised
Cash provided by (used for) operating activities $ (5005 $ (4466) $ (520.8)
Cash provided by (used for) investing activities (244.8) 65.3 (203.8)
Cash provided by (used for) financing activities 700.1 632.0 800.1
Changein cash and cash equivalents $ (45.2) $ 2507 % 755
2014 compared to 2013

Cash used for operating activities primarily consists of cash used for operating expenses and death claim payments. Cash used for operating
activitiesincreased $53.9 million during the year ended December 31, 2014 compared to the twelve months ended December 31, 2013. Thisincrease
was driven by an increase in audit and consulting fees related to the preparation of financial statements and lower renewal premiums on traditional
life products. Partially offsetting thisincrease was lower death benefits paid on traditional life products.

Cash provided by investing activities decreased $310.1 million during the year ended December 31, 2014 compared to the twelve months ended

December 31, 2013 as aresult of increased purchases of short-term investments offset by increased sales and maturities of short-term investments.
Driving the increase in purchases were deposits into fixed indexed annuity products, which were invested.
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Cash provided by financing activitiesincreased $68.1 million during the year ended December 31, 2014. Thisincrease was primarily aresult of an
increase in policyholder deposits and a decrease in policyholder withdrawal s related to fixed index annuities products, when compared to 2013.
Partially offsetting thisincrease was a decrease in policyholder deposits related to universal life products when compared to 2013.

2013 compared to 2012

Cash used for operating activities decreased $74.2 million during the year ended December 31, 2013 compared to the year ended December 31, 2012.
This decrease was driven by lower death benefits for universal life, variable universal life and traditional life products resulting from positive
mortality experience during 2013 in conjunction with reduced commissions paid related to lower sales of our fixed indexed annuity product.
Partially offsetting thisincrease were lower renewal premiums on our legacy blocks of business due to a declining in force population and
increased audit and consulting fees related to the preparation of financial statements.

Cash used for investing activities decreased $269.1 million during the year ended December 31, 2013 compared to the year ended December 31,
2012 asaresult of agreater increase in sales and maturities relative to purchases. Thisis primarily driven by less cash being provided by financing
and operating activities, namely due to areduction in deposits and an increase in withdrawal s of fixed index annuities, combined with increased
holdings of cash and cash equivalentsin lieu of reinvestment.

Cash provided by financing activities decreased $168.1 million during the year ended December 31, 2013. This decline was primarily aresult of a
decrease in policyholder deposits exceeding a decrease in withdrawals and lower sales of fixed indexed annuities when compared to 2012.
Offsetting this decline was the absence of a debt repurchase during 2013, which in 2012 resulted in afinancing outflow of $36.2 million. See Note 9
to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional information
on financing activities.

The Phoenix Companies, Inc. Sources and Uses of Cash (parent company only)

The Phoenix Companies, Inc. serves as the holding company for our insurance subsidiaries and does not have any significant operations of its
own. As of December 31, 2014 and 2013, liquidity (cash, short-term investments, available-for-sale debt securities and other near-cash assets)
totaled $78.3 million and $181.5 million, respectively. Of this amount, $10.8 million and $0, respectively, isincluded in the escrow described below.

Sour ces of Cash

In addition to existing cash and securities, our primary source of liquidity consists of dividends from Phoenix Life. Under New Y ork Insurance Law,
Phoenix Lifeis permitted to pay stockholder dividends to the holding company in any calendar year without prior approval fromthe NYDFSin the
amount of the lesser of 10% of Phoenix Life's surplusto policyholders as of the immediately preceding calendar year or Phoenix Life's statutory
net gain from operations for the immediately preceding calendar year, not including realized capital gains. Based on this calculation, Phoenix Life
would be able to pay adividend of $59.9 million in 2015. During the year ended December 31, 2014, Phoenix Life declared $56.0 million in dividends.
In assessing our ability to pay dividends from Phoenix Life, we also consider the level of statutory capital and RBC of that entity. Phoenix Life may
have less flexibility to pay dividendsto the parent company if we experience declinesin either statutory capital or RBC in the future. As of
December 31, 2014, we had $767.5 million of combined statutory capital, surplus and AVR. Our estimated RBC ratio wasin excess of 300% at
Phoenix Life. See Notes 21 and 27 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this
Form 10-K for additional information on Phoenix Life statutory financial information, regulatory matters and dividendsto the parent.

Uses of Cash
Our principal needs at the holding company level are debt service, income taxes and certain operating expenses. Interest paid on senior unsecured
bonds for the years ended December 31, 2014, 2013 and 2012 was $20.0 million, $20.0 million and $20.0 million, respectively. As of December 31,

2014, future minimum annual principal payments on senior unsecured bonds are $252.7 million in 2032. See Note 9 to our consolidated financial
statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional information.
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The holding company and its subsidiaries have atax sharing agreement. The subsidiaries compute their provision for federal income taxes asif
they were filing a separate federal income tax return. There are quarterly settlements among the companies representing both the subsidiaries
estimated separate company tax liability for the current tax year and any amount that such subsidiary overpaid to the holding company for a
taxable year. As part of the intercompany tax sharing agreement, the holding company is required to hold fundsin escrow for the benefit of
Phoenix Lifein the event Phoenix Lifeincurs future taxable losses. In accordance with its regulatory obligation, in October 2014 the Company
funded the escrow, with $78.9 million of assets including treasury stock, a surplus noteissued by PHL Variable and $10.8 million of cash from the
holding company.

Holding company operating expenses for the years ended December 31, 2014, 2013 and 2012 were $102.6 million, $70.7 million and $10.2 million. The
expensesin 2014 and 2013 were due primarily to audit, consulting and legal expenses relating to the Prior Phoenix Restatement. There are expense
sharing arrangements in place among the holding company and its operating subsidiaries.

However, given unique circumstances, management determined it was in the best interest of the Company that the majority of these costs be borne
by the holding company. Prospectively, the Company expects these expenses will significantly decline and be allocated to the operating
subsidiariesin line with prior practice.

In addition, The Phoenix Companies, Inc. made $15.0 million and $45.0 million of capital contributions for the benefit of PHL Variable Insurance
Company in 2014 and 2013, respectively. The need for significant additional capital contributions could constrain the ability of the holding
company to meet its debt obligations and corporate expenses.

In 2014, 2013 and 2012, the Company did not pay any stockholder dividends.

We sponsor post-employment benefit plans through pension and savings plans for employees of Phoenix Life. Funding of the majority of these
obligationsis provided by Phoenix Life on a100% cost reimbursement basis through administrative services agreements with the holding
company. See Note 16 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for

additional information.

The Phoenix Companies, Inc. Summary Cash Flows (parent company only)

Summary Cash Flows: For the yearsended December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised
Cash provided by (used for) operating activities $ (1435 $ 198 $ (30.3)
Cash provided by (used for) investing activities 119.3 (11.6) 84
Cash provided by (used for) financing activities — — (34)
Changein cash and cash equivalents $ (242) 3 82 % (253)
2014 compared to 2013

Cash provided by operating activities for the year ended December 31, 2014 decreased $163.3 million compared to the year ended December 31,
2013 due mainly to an increase in net payments to/from subsidiaries. These payments were driven by increased audit and consulting expenses
related to the 2012 and 2013 audits that were completed during 2014.

Cash used for investing activities for the year ended December 31, 2014 decreased $130.9 million compared to the year ended December 31, 2013,
driven by an increase in sales, repayments and maturities of short term investments and a reduction in purchases of avail able-for-sale debt
securities.

There was no cash provided by or used for financing activitiesin either 2014 or 2013.
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2013 compared to 2012

The $50.1 million increase in cash provided by operating activities for the year ended December 31, 2013, compared to the year ended December 31,
2012, was due to an increase in net payments to/from subsidiaries of $51.7 million. These receipts were driven by intercompany tax payments for
the use of the parent company’s ordinary and capital losses. The amount paid by the subsidiaries was reduced by cash paymentsto the IRS.

Theincrease in cash used for investing activities was driven by a $45.0 million capital contribution to PHL Variable offset by anet increasein
purchases, sales, repayments and maturities of available-for-sale debt and short-term investments of $24.6 million.

Cash used for financing activities decreased due to no financing activitiesin 2013 compared to the treasury stock repurchased as part of the 1-for-
20 reverse stock split of its common stock following market close on August 10, 2012.

Life Companies

The Life Companies’ liquidity requirements principally relate to: the liabilities associated with various life insurance and annuity products; the
payment of dividends by Phoenix Life to the parent company; operating expenses; contributions to subsidiaries; and payment of principal and
interest by Phoenix Life on its outstanding debt obligation. Liabilities arising from life insurance and annuity productsinclude the payment of
benefits, aswell as cash paymentsin connection with policy surrenders, withdrawals and loans. The Life Companies also have liabilities arising
from the runoff of the remaining discontinued group accident and health reinsurance operations, a block of business discontinued in 1999.

Historically, our Life Companies have used cash flows from operations and investing activities to fund liquidity requirements. Their principal cash
inflows from lifeinsurance and annuities activities come from premiums, annuity deposits and charges on insurance policies and annuity
contracts. In the case of Phoenix Life, cash inflows also include dividends, distributions and other payments from subsidiaries. Principal cash
inflows from investing activities result from repayments of principal, proceeds from maturities, sales of invested assets and investment income.
The principal cash inflows from our discontinued group accident and health rei nsurance operations come from our reinsurance, recoveries from
other retrocessionaires and investing activities.

Annuity Actuarial Reserves and Deposit Liabilities As of December 31,
Withdrawal Characteristics: 2014 2013
($in millions) Amount [1] Per cent Amount [1] Per cent
Not subject to discretionary withdrawal provision $ 465.3 7% $ 343.0 6%
Subject to discretionary withdrawal without adjustment 894.6 15% 941.3 16%
Subject to discretionary withdrawal with market value adjustment 2,646.0 44% 2,117.8 36%
Subject to discretionary withdrawal at contract value

less surrender charge 0.7 —% 30.8 1%
Subject to discretionary withdrawal at market value 2,065.6 34% 2,4145 41%
Total annuity contract reserves and deposit fund liability $ 6,072.2 100% $ 5,847.4 100%

[1] Annuity contract reserves and deposit fund liability amounts are reported on a statutory basis, which more accurately reflects the potential cash outflows and
include variable product liabilities. Annuity contract reserves and deposit fund liabilities are monetary amounts that an insurer must have available to provide for
future obligations with respect to its annuities and deposit funds. These are liabilities in our financial statements prepared in conformity with statutory
accounting practices. These amounts are at |east equal to the values available to be withdrawn by policyholders.

Individual life insurance policies are less susceptible to withdrawal s than annuity contracts because policyholders may incur surrender charges

and be required to undergo a new underwriting processin order to obtain a new insurance policy. Asindicated in the table above, most of our
annuity contract reserves and deposit fund liabilities are subject to withdrawal s at market value.
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The cash values of certainindividual lifeinsurance policiesincrease over the lives of the policies. Policyholders have the right to borrow an
amount up to a certain percentage of the cash value on those policies. As of December 31, 2014, our Life Companies had approximately $10.5
billion in cash values with respect to which policyholders had rights to take policy loans. For eligible policies, the majority of policy loans are at
variable interest rates that are reset annually on the policy anniversary. Policy |oans at December 31, 2014 were $2.4 hillion.

Aggregate life surrendersin 2014 were 4.3% of related reserves, compared to 4.6% in 2013. Liquid assets used in satisfying surrenders consist of
cash, cash equivalents, short-term investments, treasuries and agency mortgage-backed securities. These liquid assets accounted for 12.7% of
fixed income investments at year end 2014, compared to 13.3% at year end 2013. A strong liquidity profile remains apriority for the Company, but
asfinancial markets and the economy continue to improve the size and composition of thisliquid asset portfolio will change to better meet the
needs of the Company. These actions, along with resources the Company devotes to monitoring and managing surrender activity, are key
components of liquidity management within the Company.

The primary liquidity risks regarding cash inflows from the investing activities of our Life Companies are the risks of default by debtors, interest
rate and other market volatility and potential illiquidity of investments. We closely monitor and manage these risks.

Phoenix Life has $126.7 million principal of surplus notes outstanding due December 15, 2034. Interest payments are at an annual rate of 7.15%,
reguire the prior approval of the NYDFS, and may be made only out of surplus funds which the NY DFS determines to be available for such
payments under New Y ork insurance law.

We believe that the existing and expected sources of liquidity for our Life Companies are adequate to meet both current and anticipated needs.

In 2004, we issued $175.0 million principal of surplus notes with a scheduled maturity of 30 years for proceeds of $171.6 million, net of discount and
issue costs. Interest payments are at an annual rate of 7.15%, require the prior approval of the NY DFS and may be made only out of surplus funds
which the NY DFS determines to be available for such payments under New Y ork insurance law. During September 2012, the Company repurchased
and retired $48.3 million principal of these surplus notes after receiving prior approval from the NYDFS.

Capital Management Program

The Company effected a 1-for-20 reverse stock split of its common stock following market close on August 10, 2012. No fractional shares were
issuable in connection with the reverse stock split. Instead, shareholders were entitled to receive cash in lieu of fractional shares, based on the
closing price of the Company’s common stock on August 10, 2012. Asaresult of the reverse stock split, an aggregate of $2.9 million was payable
to shareholdersfor such fractional shares. See Note 10 to our consolidated financial statements under “Item 8: Financia Statements and
Supplementary Data” in this Form 10-K for additional information on the reverse stock split.

Following the reverse stock split, the Company offered an odd lot program that provided post-reverse stock split shareholders who held fewer
than 100 shares with avoluntary and limited-time meansto sell their shares, purchase enough additional sharesto increase their holdingsto a
round lot of 100 shares or make a charitable donation of their shares. The odd lot program terminated as of October 26, 2012.

The Company is authorized to repurchase up to an aggregate amount of $25.0 million (not including fees and expenses) of the Company’s
outstanding shares of common stock. Under the stock repurchase program, purchases may be made from time to time in the open market, in
accelerated stock buyback arrangements, in privately negotiated transactions or otherwise, subject to market prices and other conditions. Thereis
no time limit placed on the duration of the program, which may be modified, extended or terminated by the Board of Directors (the “Board”) at any
time. There were no shares repurchased under this authorization.
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Ratings

Rating agencies assign Phoenix Life financial strength ratings and assign the holding company debt ratings based in each case on their opinions
of the relevant company’s ability to meet itsfinancial obligations. A downgrade or withdrawal of any of our credit ratings could negatively impact
our liquidity. For additional information regarding certain risks associated with our credit ratings, please see the risk factors under “ Risks Related
to the Restatements of Prior Period Financial Statements and our Internal Control Over Financial Reporting” contained in “Item 1A: Risk

Factors” in Part | of this Form 10-K.

Thefinancial strength and debt ratings as of March 25, 2015 were as follows:

Financial Strength Rating Senior Debt Rating
Rating Agency [1] of Phoenix Life[2] Outlook of Phoenix Outlook
A.M. Best Company, Inc. B Stable b Negative
Standard & Poor’'s B+ Negative B- Negative

[1] On January 14, 2014, Moody’s Investor Services withdrew all ratings of Phoenix including the Caal senior debt rating of Phoenix and the Ba2 financial strength
rating of the Company’ s life insurance subsidiaries and the B1 (hyb) debt rating of Phoenix Life's surplus notes.

[2] PHL Variable is also rated by A.M. Best Company, Inc. and Standard & Poor’s. Phoenix Life and Annuity Company and American Phoenix Life and
Reassurance Company are only rated by A.M. Best Company, Inc. All subsidiaries have the same rating as Phoenix Life.

Referencein thisreport to any credit rating is intended for the limited purposes of discussing or referring to changesin our credit ratings or
aspects of our liquidity or costs of funds. Such reference cannot be relied on for any other purposes, or used to make any inference concerning

future performance, future liquidity or any future credit rating.
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Consolidated Financial Condition

Consolidated Balance Sheets:
($in millions)

ASSETS

Available-for-sale debt securities, at fair value
Available-for-sale equity securities, at fair value
Short-term investments

Limited partnerships and other investments
Policy loans, at unpaid principal balances
Derivative instruments

Fair value investments

Total investments

Cash and cash equivalents

Accrued investment income

Reinsurance recoverable

Deferred policy acquisition costs

Deferred income taxes, net

Other assets

Discontinued operations assets

Separate account assets

Total assets

LIABILITIES

Palicy liabilities and accruas
Policyholder deposit funds

Dividend obligations

Indebtedness

Pension and post-employment liabilities
Other ligbilities

Discontinued operations liabilities
Separate account liabilities

Total liabilities

STOCKHOLDERS EQUITY

Common stock

Additiona paid in capital

Accumulated other comprehensive income (loss)

Retained earnings (accumulated deficit)

Treasury stock

Total The Phoenix Companies, Inc. stockholders’ equity
Noncontrolling interests

Total stockholders' equity

Total liabilitiesand stockholders’ equity

As of December 31,

Increase (decr ease) and
per centage change

2014 2013 2014 vs. 2013
Asrestated
12,6793 $ 11,7315 947.8 8%
179.5 138.0 415 30%
149.7 361.6 (211.9) (59%)
542.8 561.3 (18.5) (3%)
2,352.1 2,350.3 18 —%
161.3 228.8 (67.5) (30%)
2354 215.2 20.2 9%
16,300.1 15,586.7 7134 5%
450.0 496.4 (46.4) (9%)
176.7 170.4 6.3 4%
559.1 598.1 (39.0) (7%)
848.6 947.8 (99.2) (10%)
34.2 70.0 (35.8) (51%)
311.3 320.5 9.2 (3%)
45.2 489 3.7 (8%)
3,020.7 3,402.3 (381.6) (11%)
21,7459 % 21,641.1 104.8 —%
12,4176 $ 12,416.6 1.0 —%
3,955.0 3,442.6 512.4 15%
916.8 705.7 2111 30%
378.9 378.8 0.1 —%
380.0 313.1 66.9 21%
289.8 337.3 (47.5) (14%)
40.5 434 (2.9) (7%)
3,020.7 3,402.3 (381.6) (11%)
21,399.3 21,039.8 359.5 2%
0.1 0.1 — —%
2,632.8 2,633.1 (0.3) —%
(234.9) (185.0) (49.4) 2%
(1,889.0) (1,675.8) (213.2) 13%
(182.9) (182.9) — —%
326.6 589.5 (262.9) (45%)
20.0 118 8.2 69%
346.6 601.3 (254.7) (42%)
21,7459 $ 216411 % 104.8 A
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December 31, 2014 compared to December 31, 2013

Assets

Total assets increased $104.8 million from December 31, 2013 to December 31, 2014. Theincreaseis primarily attributable to an increase invested
assets driven by the following:

* Anincreasein available-for-sale debt securities of $947.8 million, which is driven by an increase in market value of $311.3 million for the
year due to decreasesin interest rates, as well as purchases due to the continued sale of fixed indexed annuities, and a decrease in short-
term investments that was offset by purchases of longer-term debt securities.

* Theincreasein longer-term investments is offset by a decrease in derivative assets of $67.5 million for the period, primarily dueto the
expiration of some of the swaptions and call optionsin the first quarter of 2014. The decrease is partially offset by a corresponding
decrease in derivative liabilities, which are recorded within other liabilities.

Theincreaseininvestmentsis partially offset by the following:

* A decrease in separate account assets of $381.6 million, primarily due to policyholder withdrawals and other fund withdrawals, which was
partially offset by continued deposits on current business inforce and positive market performance during the year.

* A decreasein the DAC asset of $99.2 million, which isdriven primarily by a decrease of $52.5 million in the shadow component from
unrealized gains on investments as well as continued amortization of previously deferred costs. The following tableillustrates DAC by
product for the comparable periods:

Composition of Deferred Policy Acquisition Costs Increase (decrease) and
by Product: As of December 31, percentage change
($in millions) 2014 2013 2014 vs. 2013

Asrestated
Variable universal life $ 1203 $ 1293 % (9.0 (7%)
Universal life 129.0 214.9 (85.9) (40%)
Variable annuities 62.4 84.1 (21.7) (26%)
Fixed annuities 220.9 194.3 26.6 14%
Traditional life 316.0 325.2 (9.2 (3%)
Total deferred policy acquisition costs $ 8486 $ 9478 $ (99.2) (10%)

Liabilitiesand Stockholders' Equity
Total liabilitiesincreased $359.5 million from December 31, 2013 to December 31, 2014. Theincrease is primarily attributable to the following:

* Anincreasein policyholder deposit funds of $512.4 million, which isdriven primarily by continued sales of the fixed indexed annuity
products asillustrated in the table below entitled “ Annuity Funds on Deposit.”

* Anincreasein dividend obligations of $211.1 million, which isdriven primarily by an increase of $138.8 million in unrealized gains on the
assets supporting the closed block, which areincluded in the dividend obligation.

* Anincreasein pension and post-employment ligbilities of $66.9 million, which is driven primarily by a decrease in the discount rate and an
update to the underlying mortality assumptions, which reflect the assumption that mortality isimproving which increases the expected
projected benefits.

* A decreasein separate account liabilities of $381.6 million, consistent with the decrease in separate account assets.
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Total stockholder’s equity decreased $254.7 million from December 31, 2013 to December 31, 2014. The decrease is primarily attributable to the
following:

¢ Anetlossfor 2014 that increased the accumulated deficit by $213.2 million.

* Anincreasein accumulated other comprehensiveloss (“AOCI”) of $49.4 million. The lossisdriven primarily by theincreasein the
pension and post-employment liabilities, for which there was a $80.2 million loss during the period in AOCI. Thelosses on the pension
and post-employment liabilities were partially offset by net unrealized gains on investments, and the related offsetting impacts, due to

decreases in interest rates during 2014.

Funds on Deposit

Annuity Funds on Deposit: For the years ended December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised
Balance, beginning of period $ 55024 $ 50421 $ 4,495.4
Deposits 770.9 682.9 824.2
Performance and interest credited 2135 525.4 386.4
Fees (72.) (70.5) (60.7)
Benefits and surrenders (740.2) (677.5) (603.2)
Balance, end of period $ 56745 $ 55024 $ 5,042.1
2014 compared to 2013

Annuity funds on deposit increased $172.1 million during the year ended December 31, 2014 compared to an increase of $460.3 million for the year
ended December 31, 2013. For the year ended December 31, 2014, depositsincreased as aresult of stronger sales of the fixed indexed annuity
products, which was offset by higher surrenders and worse market performance due to less significant gainsin the equity marketsin 2014
compared to 2013.

2013 compared to 2012

Annuity funds on deposit increased $460.3 million during the year ended December 31, 2013 compared to an increase of $546.7 million for the year
ended December 31, 2012. For the year ended December 31, 2013 deposits declined, offset by stronger market performance in 2013 than in 2012 with
relatively stable fees, and benefits and surrenders compared to the overall funds on deposit.

Variable Universal Life Funds on Deposit: For the years ended December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised
Balance, beginning of period $ 10893 $ 10143 $ 1,019.1
Deposits 70.1 75.4 82.6
Performance and interest credited 59.9 1825 120.2
Feesand COI (70.7) (74.4) (79.0)
Benefits and surrenders (86.0) (108.5) (128.6)
$ 10626 $ 10893 §$ 1,014.3

Balance, end of period

2014 compared to 2013

Variable universal life funds on deposit decreased $26.7 million for the year ended December 31, 2014 compared to an increase of $75.0 million for
the year ended December 31, 2013. The decrease in 2014 is driven primarily by worse market performance due to less significant gainsin the equity
marketsin 2014 compared to 2013. Benefits and surrenders, fees and COl's, and deposits remain consistent for the comparable periods.
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2013 compared to 2012

Variable universal life funds on deposit increased $75.0 million for the year ended December 31, 2013 compared to a decrease of $4.8 million for the
year ended December 31, 2012. Theincrease in the current year is primarily the result of stronger market performance in 2013 compared to 2012 and
lower benefits and surrenders.

Universal Life Funds on Deposit: For the years ended December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised
Balance, beginning of period $ 18182 $ 18379 $ 1,852.8
Deposits 338.7 361.5 384.0
Interest credited 710 75.2 75.1
Fees and COI (348.9) (356.0) (367.2)
Benefits and surrenders (97.2) (100.4) (106.8)
Balance, end of period $ 17819 $ 18182 $ 1,837.9
2014 compared to 2013

Universal life funds on deposit decreased $36.3 million during the year ended December 31, 2014 compared to a decrease of $19.7 million for the
year ended December 31, 2013. The decrease year over year isdriven primarily by the continued decline in deposits as the overall inforce declines.
Benefits and surrenders, fees and COl s, and interest credited remain consistent for the comparabl e periods.

2013 compared to 2012

Universal life funds on deposit decreased $19.7 million during the year ended December 31, 2013 compared to a decrease of $14.9 million for the
year ended December 31, 2012. The funds on deposit have not changed significantly for the comparative periods given consistent levels of
deposits, interest credited, fees and COl's, benefits and surrenders year-over-year.
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Contractual Obligationsand Commer cial Commitments

Contractual Obligations and Commercial Commitments: As of December 31, 2014

($in millions) Total 2015 2016 — 2017 2018 — 2019 Thereafter
Contractual Obligations Due

Indebtedness, including interest payments $ 8854 $ 279 $ 558 $ 558 $ 745.9
Operating lease obligations [1] 59 0.8 16 13 22
Other purchase liabilities [2] 62.3 46.2 8.0 52 29
Policyholder contractual obligation [3] 40,899.9 2,244.9 4,260.9 3,972.3 30,421.8
Total contractual obligations[4] $ 41,8535 $ 23198 $ 43263 $ 40346 $ 31,172.8
Commercial Commitment Expirations

Other commercial commitments [5] $ 3404 $ 1763 % 1030 $ 515 $ 9.6
Total commercial commitments $ 3404  $ 1763 $ 1030 $ 515 $ 9.6

[1] All future obligations for |eased property of our discontinued operations were assumed by the buyer upon completion of the sale on June 23, 2010. See Note 20
to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional information.

[2] Other purchase liabilities relate to open purchase orders and other contractual obligations. This amount includes no expected pension contribution in 2015. See
Note 16 to our consolidated financial statements under “ Item 8: Financial Statements and Supplementary Data” in this Form 10-K for additional information on
pension and other post-employment benefits.

[3] Policyholder contractual obligations represent estimated benefits from life insurance and annuity contracts issued by our life insurance subsidiaries. Policyholder
contractual obligations also include separate account liabilities, which are contractual obligations of the separate account assets established under applicable state
insurance laws and are legally insulated from our general account assets.

Future obligations are based on our estimate of future investment earnings, mortality, surrenders and applicable policyholder dividends. Included in the amounts
above are policyholder dividends generated by estimated favorable future investment and mortality, in excess of guaranteed amounts for our closed block. Actual
obligations in any single year, or ultimate total obligations, may vary materially from these estimates as actual experience emerges. As described in Note 3 to our
consolidated financial statements under “ Item 8: Financial Statements and Supplementary Data” in this Form 10-K, policy liabilities and accruals are recorded on
the consolidated balance sheets in amounts adequate to meet the estimated future obligations of the policies in force. The policyholder obligations reflected in
the table above exceed the policy liabilities, policyholder deposit fund liabilities and separate account liabilities reported on our December 31, 2014 consolidated
bal ance sheets because the above amounts do not reflect future investment earnings and future premiums and deposits on those policies. Separate account
obligations will be funded by the cash flows from separate account assets, while the remaining obligations will be funded by cash flows from investment earnings
on general account assets and premiums and deposits on contracts in force.

(4) We do not anticipate any increases to unrecognized tax benefits that would have a significant impact on the financial position of the Company. Therefore, no
unrecognized tax benefits have been excluded from this table. See Note 14 to our consolidated financial statements under “ Item 8: Financial Statements and
Supplementary Data” in this Form 10-K for additional information on unrecognized tax benefits.

(5) Other commercial commitments relate to agreements to fund limited partnerships and private placement investments. These commitments can be drawn down
by private equity funds as necessary to fund their portfolio investments through the end of the funding period as stated in each agreement.

Obligations Related to Pension and Post-Employment Employee Benefit Plans

We provide our employees with post-employment benefits that include retirement benefits, through pension and savings plans, and other
benefits, including health care and life insurance. Employee benefit expense related to these plans totaled $14.1 million, $14.4 million and $15.5
million for 2014, 2013 and 2012, respectively.

We have three defined benefit pension plans. The employee pension plan provides benefits up to the amount allowed under the Internal Revenue
Code. The two supplemental plans provide benefitsto certain executives in excess of the primary plan. Retirement benefits under the plansare a
function of years of service and compensation. Effective March 31, 2010, all benefit accruals under all of our funded and unfunded defined benefit
plans were frozen.

Employee Pension Plan

The employee pension plan isaqualified plan that is funded with assets held in atrust. It isthe Company’s practice to make contributions to the
qualified pension plan at least sufficient to avoid benefit restrictions under funding requirements of the Pension Protection Act of 2006. This
generally requires the Company to maintain assets that are at |east 80% of the plan’sliabilities as cal culated under the applicable regulations at the
end of the prior year. Under these regulations, the qualified pension plan is currently funded above 80% of the funding target liabilities as of
December 31, 2014.
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The funded status of the qualified pension plan based on the projected benefit obligations for the years ended December 31, 2014 and 2013 are
summarized in the following table:

Qualified Employee Pension Plan Funded Status: As of December 31,
($in millions) 2014 2013
Asrestated

Plan assets, end of year $ 5404 $ 516.5
Projected benefit obligation, end of year (714.9) (638.5)
Plan assets less than projected benefit obligations, end of year $ (1745) $ (122.0)

To meet the above funding objectives, we made contributions to the pension plan totaling $11.8 million and $11.4 million during 2014 and 2013,
respectively. On August 8, 2014, the Highway and Transportation Funding Act of 2014 was enacted into law, effective immediately. The law
extends certain pension funding provisions originally included in the Moving Ahead for Progressin the 21st Century Act (MAP-21). The
Company took advantage of thisin September of 2014, which resulted in the Company not making any further contributions for the remainder of
2014. We expect to make no contributions over the next 12 months.

The changesin the projected benefit obligations of the employee plan at December 31, 2014 as compared to December 31, 2013 were principally the
result of actuarial losses due to assumption changes.

Supplemental Plans

The Company also has two supplemental plansthat provide benefits to certain executives in excess of the primary plan. These plans are unfunded
and represent general obligations of the Company. We fund periodic benefit payments to retirees as they become due under these plans from
cash-flow from operations. The projected benefit obligations as of December 31, 2014 and 2013 were $153.7 million and $137.4 million, respectively.

The changesin the projected benefit obligations of the supplemental plans at December 31, 2014 as compared to December 31, 2013 were
principally the result of accrued interest cost and actuarial |osses due to assumption changes.

We also have a post-employment benefit plan, which is unfunded and had projected benefit obligations of $33.4 million and $36.5 million as of
December 31, 2014 and 2013, respectively. We fund periodic benefit payments under this plan from cash flows from operations as they become
due.

We have entered into agreements with certain key executives of the Company that will, in certain circumstances, provide separation benefits upon
the termination of the executive's employment by the Company for reasons other than death, disability, cause or retirement, or by the executive for
“good reason,” as defined in the agreements. The agreements provide this protection only if the termination occursfollowing (or is effectively
connected with) the occurrence of a change of control, as defined in the agreements. As soon as reasonably possible upon achangein control, as
so defined, we are required to make an irrevocable contribution to atrust in an amount sufficient to pay benefits due under these agreements. See
Note 16 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data’ in this Form 10-K for additional
information on our pension and other post-employment benefits.

We have agreements with certain of our employeesthat provide for additional retirement benefits. In the year ended December 31, 2014, the
estimated liability for these benefits was $18.1 million.

Off-Balance Sheet Arrangements
We do not have any significant off-balance sheet arrangements that are reasonably likely to have amaterial effect on the financial condition,
results of operations, liquidity or capital resources of the Company. The Company does have unfunded commitments to purchase investmentsin

limited partnerships and private placements and a commitment for infrastructure services which are disclosed in Note 24 to our consolidated
financial statements under “Item 8: Financial Statements and Supplementary Data’ in this Form 10-K.
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Reinsurance

We maintain reinsurance agreements to limit potential losses, reduce exposure to larger risks and provide additional capacity for growth. We

remain liable to the extent that reinsuring companies may not be able to meet their obligations under reinsurance agreementsin effect. Failure of the
reinsurers to honor their obligations could result in losses to the Company. Since we bear the risk of nonpayment, we evaluate the financial
condition of our reinsurers and monitor concentrations of credit risk. Based on our review of their financial statements, reputation in the
reinsurance marketplace and other relevant information, we believe that we have no material exposure to uncollectible life reinsurance. At

December 31, 2014, five major reinsurance companies account for approximately 67% of the reinsurance recoverable.

Statutory Capital and Surplusand Risk-Based Capital

Phoenix Life's combined statutory basis capital and surplus (including AVR) increased from $747.6 million at December 31, 2013 to $767.5 million at
December 31, 2014. The principal factors of the change were consolidated net income of $91.1 million offset by $56.0 million of dividends declared
during 2014.

Section 1322 of New Y ork Insurance Law requiresthat New Y ork lifeinsurersreport their RBC. RBC is based on aformula calculated by applying
factorsto various asset, premium and statutory reserve items. The formulatakes into account the risk characteristics of the insurer, including asset
risk, insurance risk, interest rate risk and businessrisk. Section 1322 givesthe NY DFS explicit regul atory authority to require various actions by, or
take various actions against, insurers whose Total Adjusted Capital (capital and surplus plus AVR plus one-half the policyholder dividend
liability) does not exceed certain RBC levels. Each of our other lifeinsurance subsidiariesis also subject to these same RBC requirements.

Thelevels of regulatory action, the trigger point and the corrective actions required are summarized below:

Company Action Level —resultswhen Total Adjusted Capital falls below 100% of Company Action Level at which point the Company must
file acomprehensive plan to the state insurance regulators;

Regulatory Action L evel —resultswhen Total Adjusted Capital falls below 75% of Company Action Level wherein addition to the above,
insurance regulators are required to perform an examination or analysis deemed necessary and issue a corrective order specifying corrective
actions;

Authorized Control Level — results when Total Adjusted Capital falls below 50% of Company Action Level RBC as defined by the NAIC
where in addition to the above, the insurance regulators are permitted but not required to place the Company under regulatory control; and

Mandatory Control Level — results when Total Adjusted Capital falls below 35% of Company Action Level where insurance regulators are
required to place the Company under regulatory control.

The RBC of Phoenix Life as of December 31, 2014 was in excess of 300% of the Company Action Level.
See Note 21 to our consolidated financial statements under “Item 8: Financial Statements and Supplementary Data”’ in this Form 10-K regarding the

Life Companies statutory financial information and regulatory matters.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

For information about our management of market risk, see“ltem 7: Management’s Discussion and Analysis of Financial Condition and Results of
Operations” in thisForm 10-K under the heading “ Enterprise Risk Management.”

Item 8. Financial Statementsand Supplementary Data

The Financial Statements and Supplementary Data required by thisitem are presented beginning on page F-1.
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Item 9. Changesin and Disagr eementswith Accountantson Accounting and Financial Disclosure

None.

Item 9A. Controlsand Procedures

Evaluation of Disclosure Controls and Procedures

The Company maintains disclosure controls and procedures that are designed to ensure that information required to be disclosed, in the reports
the Company files or submits under the Securities Exchange Act of 1934, as amended (the “ Exchange Act”), is recorded, processed, summarized
and reported within the time periods specified in the SEC’ s rules and forms and that such information is accumulated and communicated to the
Company’s management, including its Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisionsregarding
required disclosure.

In connection with the preparation of this Form 10-K, the Company carried out an evaluation under the supervision of and with the participation of
the Company’ s management, including the Chief Executive Officer and Chief Financial Officer, as of December 31, 2014, of the effectiveness of the
design and operation of the Company’s disclosure controls and procedures, as such term is defined in Rules 13a-15(€) and 15d-15(€) under the
Exchange Act. Based upon this evaluation, the Chief Executive Officer and Chief Financial Officer concluded that as of December 31, 2014 the
Company’s disclosure controls and procedures were not effective because of the material weaknesses described below under “Management's
Annual Report on Internal Control Over Financial Reporting.” The material weaknesses described below were first identified and reported in the
2012 Form 10-K and have not been fully remediated as of December 31, 2014 due to insufficient timeto fully evaluate, implement and assess the
design and operating effectiveness of the related controls.

To address the material weaknesses described below, the Company performed additional analysis and other procedures (as further described
below under the subheading “ Management’s Remediation Initiatives’) to ensure that the Company’s consolidated financial statements were
prepared in accordance with U.S. GAAP. Accordingly, the Company’ s management believes that the consolidated financial statementsincluded in
thisForm 10-K fairly present, in all material respects, the Company’s financial condition, results of operations and cash flows for the periods
presented and that this Form 10-K does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the periods covered by this

report.
Management’s Annual Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintai ning adegquate internal control over financial reporting for the Company, as suchtermis
defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act. Internal control over financial reporting is defined as a process designed by or
under the supervision of the Company’s principal executive and principal financial officers or persons performing similar functions, and effected
by the Company’s Board of Directors, management and other personnel designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of consolidated financial statements for external reporting purposes in accordance with U.S. GAAP. Internal
control over financial reporting includes those policies and procedures that pertain to the maintenance of records that, in reasonabl e detail,
accurately and fairly reflect the transactions and dispositions of the assets of the Company to provide reasonabl e assurance that transactions are
recorded as necessary to permit preparation of financial statementsin accordance with U.S. GAAP, and that receipts and expenditures of the
Company are being made only in accordance with authorizations of management and directors of the Company, and to provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the Company’s assets that could have a
material effect on the consolidated financial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent or detect every misstatement. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadeguate because of changesin conditions, or that
the degree of compliance with the policies or procedures may decrease over time.

Management, including the Chief Executive Officer and Chief Financial Officer, has conducted an assessment, including testing, of the

effectiveness of the Company’sinternal control over financial reporting as of December 31, 2014, based on the criteriain Internal Control -
Integrated Framework (1992) issued by the Committee of Sponsoring Organizations of the Treadway Commission (* COSO”).
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A material weaknessisadeficiency or combination of deficienciesin internal control over financial reporting, such that there is areasonable
possibility that a material misstatement of the annual or interim consolidated financial statementswill not be prevented or detected on atimely
basis. Management has concluded that as of December 31, 2014, the material weaknessesin internal control over financial reporting described
below have not been fully remediated due to insufficient time to fully evaluate, implement and assess the design and operating effectiveness of the
related controls.

The material weaknesses included deficienciesin the period-end financial reporting process including the processing of journal entries and the
preparation and review of account reconciliations, insufficient complement of personnel with alevel of U.S. GAAP accounting knowledge
commensurate with the Company’s financial reporting requirements and ineffective monitoring and review activities.

The above material weaknesses also contributed to the following material weaknessesin internal control over financial reporting which have been
identified and included in management’ s assessment as of December 31, 2014:

1. Actuarial Finance and Valuation - The Company did not maintain effective controls over the actuarial process. Specifically:
+  The Company did not maintain effective controls to review and approve assumptions and methodol ogies used in the
determination of actuarially derived insurance policy liability estimates.
*  The Company did not maintain effective systems and controls to appropriately measure actuarially derived balancesfor its fixed
indexed annuity products.

*  The Company did not maintain effective controls over key actuarial spreadsheets and certain key reports to ensure the reliability
of data, assumptions and valuation calculations.

*  The Company did not maintain effective controls over the application of U.S. GAAP to universal lifereserves.

2. Investments - The Company did not maintain effective controls over certain investment processes. Specifically:

*  The Company did not maintain effective controls over the recognition and measurement of impaired investments.

+  The Company did not maintain effective controls over the recognition and measurement of certain elements of net investment
income as well asidentifying embedded derivatives related to structured securities.

*  The Company did not maintain effective controls over internally priced securities, including private placement debt and equity
securities.

*  The Company did not maintain effective controls over classification in the fair value hierarchy disclosure.

+  The Company did not maintain effective controlsto properly recognize and measure counterparty non-performance risk on non-
collateralized derivatives.

*  The Company did not maintain effective controls over determining the appropriate accounting method for limited partnerships or
for determining the appropriate accounting for investee transactions.

3. Reinsurance Accounting - The Company did not maintain effective controls for complex reinsurance treaties. Specifically, the Company
did not maintain effective controls to analyze, document and review the U.S. GAAP accounting for such transactions at inception.

4. Pensions- The Company did not maintain effective controls over the valuation of pension assets and liabilities. Specifically, the
Company did not maintain effective controls over the management and oversight of third-party vendors and maintain effective controlsto
ensure complete and accurate census data.

5. Limited Partnerships and Other Investments Taxable Income Reporting - The Company did not maintain effective controls over the
completeness and accuracy of taxable income reporting for limited partnership and other investments. Specifically, the Company did not
maintain effective controls to ensure complete and accurate taxabl e information was utilized in the Company’ s measurement of income
taxesrelated to limited partnerships and other investments.
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6. Cashflowsand changesin classifications - The Company did not maintain effective controls over the presentation of cash and cash
flows. Specifically, the Company did not maintain effective controls over the preparation and review of appropriate detail to support the
classification of activity in the consolidated statements of cash flows. In addition, there were not effective controls for assessing the
classification of cash and related balances for presentation in the consolidated balance sheets.

7. Accessto applications and data - The Company did not maintain effective information technology general controls related to restricted
access. Specifically, the Company did not maintain effective controls for granting, removing and reviewing access to ensure appropriate
segregation of duties and restricted access to programs and data.

Each of these control deficiencies contributed to misstatements of the previously mentioned financial statements. Additionally, these control
deficiencies could result in amaterial misstatement to the annual or interim consolidated financial statements that would not be prevented or
detected. Accordingly, management has concluded that these control deficiencies constitute material weaknesses.

Asaresult of the material weaknessesin internal control over financial reporting described above, management has concluded that, as of
December 31, 2014, the Company’ sinternal control over financial reporting was not effective based on the criteria established in Internal Control -
Integrated Framework (1992) issued by COSO.

The effectiveness of the Company’sinternal control over financial reporting as of December 31, 2014 has been audited by
PricewaterhouseCoopers LLP (“PwC"), an independent registered public accounting firm, as stated in their report, which appears herein.

Management Changes

Management has made a number of changes in the finance organization with afocus on increasing U.S. GAAP knowledge and improving financial
reporting processes in the organization. In 2014, the Company appointed anew Chief Risk Officer, anew head of Internal Audit, anew Chief
Accounting Officer and hired additional certified public accountants and actuaries with U.S. GAAP expertise to supplement the staff charged with
compiling and filing its U.S. GAAP results. In addition, the Company has established afinancial reporting controls committee comprised of
members of senior management. The committee was established to provide oversight to the Company’s efforts for ensuring appropriate internal
control over financial reporting including, but not limited to, remediation of material weaknesses and other control deficiencies, controlstesting,
and prioritization and allocation of resources.

Management’s Remediation Initiatives

Since theidentification of the material weaknesses, management has taken steps to strengthen its finance skills, capabilities, processes and control
environment, and continues to enhance the Company’s financial control governance structure, align its resources and/or hire additional actuarial
and accounting resources with the requisite U.S. GAAP experience. Moreover, management has taken steps to strengthen accounting policy
documentation for its complex processes and transactions, enhance its documentation and processes rel ated to assumptions underlying the
consolidated financial statements, and enhance communication and training over all financial reporting processes. Asit works towards remediation
of the material weaknesses described in “Management’s Annual Report on Internal Control Over Financial Reporting” above, the Company
continues to enhance controls over the period-end financial reporting processincluding the processing of journal entries and preparation and
review of account reconciliations.

The Company intends to continue to strengthen monitoring and review activities, including maintaining sufficient personnel with alevel of U.S.
GAAP accounting knowledge commensurate with the Company’s financial reporting requirements. The Company intends to continue to evaluate
and enhance the design and effectiveness of internal controls and enhance and document policies and procedures to improve the effectiveness of
our internal control over financial reporting. However, there remains arisk that the transitional procedures on which we currently rely will fail to
prevent or detect a material misstatement of the annual or interim 2014 consolidated financial statements.
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We intend to design, implement and maintain an effective control environment over financial reporting. We have taken, or will take, the following
actions:

Actuarial Finance and Valuation

*  Perform acomprehensive risk assessment across all products designed to simplify and streamline processes, map key financial
statement risks to existing and newly implemented controls, and control the overall actuarial environment

*  Assesstechnological solutions designed to simplify and control data and information and appropriately implement methodol ogies
and assumptions used for the purpose of implementing anew Fixed Indexed Annuity valuation system

*  Enhance communication with Corporate Finance, Pricing Actuaries, and Investment Accounting to ensure timely and accurate
information is provided and received as it relates to complex transactions, new product devel opment, and the overall accuracy of
financial reporting

*  Design and implement new processes and process-level controls, spreadsheet controls, and monitoring/review controls which
ensure thereliability of data, assumptions, methodologies, and valuation cal culations that are used to measure or determine
actuarially determined balances under U.S. GAAP

Investments

o Assessthe current state for Derivatives, Other Invested Assets (“OIA”), Public Securities, Private Securities and the financia close
process to determine enhancements and/or redesign of each process, process level controls, spreadsheet controls and
monitoring/review controlsto ensure reliability and accuracy

*  Assesstechnological solutions designed to simplify and control datain each process
* Implement an OIA System to streamline, simplify and control information related to these assets types

*  Redesign the business process for receipt of third-party information that would provide improved quality, accuracy timeliness of
financial statement disclosures aswell as minimize and streamline processes

*  Enhance communication among functions within Corporate Finance as well aswith the Investment Department to ensure timely
accurate information is provided

Reinsurance Accounting

*  Perform acomprehensive risk assessment to identify key financial statement risks and map to existing and newly designed and
implemented controls

*  Design and implement new controlsto properly analyze, document, implement and monitor U.S. GAAP accounting standards,
specifically asthey relate to complex reinsurance treaties

*  Design and implement new controls around data and information used in assessing and accounting for complex reinsurance treaties

*  Enhance communication with Actuarial Finance and Corporate Finance to ensure timely and accurate information is provided and
received asit relates to complex treaties, new treaties, and the overall accuracy of the accounting for these treaties

Pensions

*  Perform acomprehensive risk assessment to identify key financial statement risks and map to existing and newly designed and
implemented controls

*  Evaluate third-party vendor relationships and design and implement controls over the compl eteness and accuracy of data both
provided to and received from third-party vendors that is used in the valuation of pension assets and liabilities
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Limited Partnerships and Other Investments Taxable Income Reporting

*  Perform arisk assessment of limited partnerships, other investments transaction accounting and other data sources for provision and
compliance adjustments to simplify and streamline processes

*  Enhance communication with departments providing datato ensure timely and accurate information is received

*  Assessand implement technological solutions designed to simplify and control tracking, aggregation and warehousing of tax
reporting data

Cash flows and changes in classifications

*  Perform acomprehensive risk assessment to identify the key financial statement risks and map to existing and newly identified
controls

*  Design and implement new controlsto properly analyze, document, implement and monitor U.S. GAAP accounting standards,
specifically asthey relate to cash flow presentation

*  Design and implement new controls around data and information used in the presentation of the cash flows

Access to applications and data

*  Completeareview of the controls and narrativesto design and implement new controls associated with access to application and
data

»  Establish aprocessfor validating provisioning of new and altered provisioning for new hires and consultants
* Implement aprocess for test code asset management
*  Finalizethe process for validating highly privileged accounts

We anticipate devoting significant resources toward our remediation efforts described above in order to make substantial progressin the
remediation of our material weaknesses by the end of 2015. Actuarial Finance and Valuation will take additional time and resources to remediate
due to the complexity and nature of the products. While these efforts are underway, we are relying on acomprehensive set of manual procedures
to help confirm the proper collection, evaluation, and disclosure of the information included in the consolidated financial statements.

Control deficienciesnot constituting material weaknesses

In addition to the material weaknesses described in “Management’s Report on Internal Control Over Financial Reporting,” management has
identified other deficienciesin internal control over financial reporting that did not constitute material weaknesses as of December 31, 2014. The
Company plansto implement various measures to remediate these control deficiencies as part of the remediation efforts noted above.

Management’s Conclusions

Management has developed a plan for the implementation of the foregoing remediation efforts and will monitor the implementation. In addition,
under the direction of the financial reporting controls committee aswell as the Audit and Finance Committee of the Board, management will
continue to review and make necessary changesto the overall design of the Company’sinternal control environment, aswell asto policies and
procedures to improve the overall effectiveness of internal control over financial reporting. Management believes the efforts discussed above will
remediate the material weaknesses. Asthe Company continues to evaluate and work to improveitsinternal control over financial reporting,
management may determine to take additional measures to address control deficiencies or determine to modify the remediation plan described
above.

Further, no system of controls, no matter how well designed and operated, can provide absolute assurance that the objectives of the system of
controlswill be met, and no evaluation of controls can provide absol ute assurance that all control deficiencies or material weaknesses have been
or will be detected. Given the breadth of the control deficiencies and material weaknesses described above, there is no assurance that the
Company’s remediation efforts have been or will be fully effective. As described above and in “ltem 1A: Risk Factors’, these material weaknesses
have not been fully remediated as of the filing date of this Form 10-K. If the Company’s remediation efforts do not prove effective and control
deficiencies and material weaknesses persist or occur in the future, the accuracy and timing of our financial reporting may be adversely affected.
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Changesin Internal Control Over Financial Reporting

In May 2013, COSO issued anew version of itsinternal control framework, which became effective December 15, 2014. We are currently evaluating
what changes to our control environment, if any, would be needed to successfully implement the 2013 COSO framework during 2015. Until such
time as our transition to the 2013 COSO framework is complete, we will continue to use the 1992 framework in connection with our assessment of
internal control over financial reporting.

Except for continued improvements resulting from progress made on the above noted remediation efforts, there were no changes to the Company’s
internal control over financial reporting during the fourth quarter of 2014 that materially affected, or are reasonably likely to materially affect, the
Company’sinternal control over financial reporting.

Item 9B. Other Information

None.
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PART 111

Item 10. Directors, Executive Officersand Cor porate Gover nance

The information required by Items 401, 405 and paragraphs(c)(3), (d)(4) and (d)(5) of Item 407 of Regulation S-K, except for Item 401 with respect to
the executive officers as disclosed below, isincorporated herein by reference to the information set forth in our definitive proxy statement for the
2015 annual meeting of shareholders, or our 2015 Proxy Statement, to be filed with the SEC within 120 days after the close of the fiscal year covered
by this Form 10-K and under the sections entitled: “Proposal 1: Election of Directors’, “ Section 16(a) Beneficial Ownership Reporting Compliance”
and “Audit Committee Charter and Report”.

Executive Officers of the Registrant

Set forth below is a description of the business positions held during at |east the past five years by the current executive officers of Phoenix. All
ages are as of March 13, 2015.

JAMESD. WEHR, age 57, has been President and Chief Executive Officer since April 2009. Previously, Mr. Wehr served as Senior Executive Vice
President and Chief Investment Officer of the Company since February 2007, Executive Vice President and Chief Investment Officer of the
Company since February 2005 and as Senior Vice President and Chief Investment Officer of the Company and Phoenix Life since January 1, 2004.
Prior to that, Mr. Wehr was Senior Managing Director and Portfolio Manager of Virtus from 1995 through 2003. Mr. Wehr joined the Company in
1981 and held a series of increasingly senior investment positions prior to 1995.

JODY A.BERESIN, age 57, has been Executive Vice President and Chief Administrative Officer since July 2014 and is responsible for Human
Resources, Corporate Communications, Information Technology and Corporate Services. Previously, Ms. Beresin served as Senior Vice president,
Administration, since November, 2012. She assumed leadership in Human Resources in January 2004 after serving as a Vice President, Corporate
Communications, since February 2003. Ms. Beresin joined the Company in 1994 as Director of Corporate Communications and advanced through
increasingly responsible positions that included public relations, internal communications, marketing and advertising.

THOMAS M. BUCKINGHAM, age 38, has served as Executive Vice President since November 2012. Mr. Buckingham isresponsible for all
product- and service-related functions including product development, product implementation and operations. Mr. Buckingham joined Phoenix as
an actuarial assistant in 1999 and served in increasingly senior corporate, product development and operational positions. He also hasworked in
Strategic Development and as Chief of Staff to the CEO. He served as Senior Vice President, Product |mplementation and Operations, prior to being
promoted to his current role.

EDWARD W. CASSIDY, age 54, has been Executive Vice President, Distribution since May 2007, and the Managing Principal of Saybrus Partners,
Inc., aPhoenix subsidiary since 2009. Prior to joining the Company in 2006, Mr. Cassidy had been Senior Vice President of Principal Financial
Group with responsibility for the oversight of the individual life insurance business, including product development, marketing, underwriting and
risk management. Prior to that, Mr. Cassidy spent 15 years at Travelers Life and Annuity Company, where he held avariety of senior distribution
positions and, ultimately, as president of TravelersLife Division.

MARK W. GRIFFIN, age 56, has been Executive Vice President and Chief Risk Officer since February 2014, and is responsible for enterprise risk
management. Prior to joining the Company, Mr. Griffin served as head of financial planning and analysis at Mass Mutual, was Chief Investment
Officer and Chief Risk Officer for Genworth Financial, Chief Risk Manager for GE Insurance and held senior positions at Goldman Sachs and
Morgan Stanley.

PETER A. HOFMANN, age 56, has been Executive Vice President, Strategy and Business Development since November 2012. Previously,

Mr. Hofmann served as Senior Executive Vice President and Chief Financial Officer of the Company since November 2007. Prior to that,

Mr. Hofmann served as Executive Vice President, head of the Office of the Chairman and Strategic Relations and Chief Strategic Officer of the
Company since February 2007, and as Senior Vice President and Chief Strategic Officer of the Company since January 2004. Mr. Hofmann joined
the Company in 2001 to establish the investor relations function and to prepare the Company for its demutualization and initial public offering.
Prior to joining the Company, Mr. Hofmann was Vice President, Investor Relations, at JP Morgan Chase & Co., Inc.
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BONNIE J. MALLEY, age 54, has been Executive Vice President and Chief Financia Officer since November 2012. Previously, Ms. Malley served
as Executive Vice President and Chief Administrative Officer of the Company since 2008. Prior to that, Ms. Malley served as the head of Human
Resources since August 2002 and, in the ensuing years, added other administrative functions. Ms. Malley served as Senior Vice President and
Chief Accounting Officer in 2001 and Vice President, Corporate Financein 1998. Ms. Malley joined the Company in 1985 as a staff auditor within
the securities accounting and investment accounting functions.

ERNEST M. MCNEILL, JR., age 50, has been Senior Vice President and Chief Accounting Officer since August 2014. Mr. McNeill isresponsible for
anumber of Corporate Finance functionsincluding GAAP Accounting, Expense Management, Statutory Accounting, Accounting Operations,
Corporate Tax, and Investment Accounting. Prior to joining Phoenix, he most recently served as senior vice president, Corporate Accounting, for
the financial services businesses of Fidelity Investments. Previously, he held various senior finance roles at The Hartford Financial Services Group
including serving as Chief Accounting Officer, Hartford Life, Inc., and as Vice President and Director, The Hartford Investment Management
Company.

JOHN T. MULRAIN, age 65, has been Executive Vice President, General Counsel and Secretary since February 2011. Previously, Mr. Mulrain
served as Senior Vice President, General Counsel and Secretary of the Company since July 2009 with responsibility for all legal functions, including
corporate compliance and corporate secretary duties. Prior to that Mr. Mulrain served as Vice President and Counsel, focusing primarily on legal
issues relating to investments and portfolio management.

CHRISTOPHER M. WILKOS, age 57, has been Executive Vice President and Chief Investment Officer since April 2009. Previously, Mr. Wilkos
served as Senior Vice President of Corporate Portfolio Management since March 2001 and Vice President of Corporate Portfolio Management since
January 1998. Prior to that, he was Director of Corporate Portfolio Management since March 1997. Prior to joining the Company, Mr. Wilkos was
Vice President, Portfolio Strategy, at Connecticut Mutual Life.

Code of Ethics

We have a code of ethics (the “ Code of Conduct”) that is applicableto all of our Company directors and employees, including our principal
executive officer, principal financia officer and principal accounting officer. A copy of the Code of Conduct may be reviewed on our web site at
www.phoenixwm.com, in the Investor Relations section. The latest amendments to the Code of Conduct will be reflected, together with a
description of the nature of any amendments, other than ones that are technical, administrative or non-substantive, on the above web site. In the
event we ever waive compliance with the Code of Conduct by our principa executive officer, our principal financial officer, or our principal
accounting officer, we will disclose the waiver on that web site. Copies of our Code of Conduct may also be obtained without charge by sending a
request either by mail to: Corporate Secretary, The Phoenix Companies, Inc., One American Row, P.O. Box 5056, Hartford, Connecticut 06102-5056,
or by e-mail to: corporate.secretary @phoenixwm.com.

[tem 11. Executive Compensation

The information required by Item 402 and paragraphs (€)(4) and (e)(5) of Item 407 of Regulation S-K isincorporated herein by referenceto the
information set forth under the sections entitled: “ Compensation of Executive Officers’, “ Compensation Committee Charter, Processes, Interlocks
and Report” and “ Compensation of Directors’ of our 2015 Proxy Statement.

Item 12.  Security Ownership of Certain Beneficial Ownersand M anagement and Related Stockholder M atter s

The information reguired by Item 403 of Regulation S-K isincorporated herein by reference to the information set forth under the section entitled
“Ownership of Common Stock” of our 2015 Proxy Statement.

Securities Authorized for Issuance Under Equity Compensation Plans
The following table sets forth information as of the end of the Company’s 2014 fiscal year with respect to compensation plans under which equity

securities of the Company are authorized for issuance.
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(A)

(B)

©

Plan Category

Number of securitiesto be
issued upon exercise
of outstanding options,
warrants and rights

W eighted-average
issue price of
outstanding options,
warrants and rights[1]

Number of securities
remaining available for
futureissuance under

equity compensation plans,
excluding securities
reflected in Column (A)

Equity compensation plans approved by
the Company’s shareholders:

— 2003 Restricted Stock, Restricted Stock Unit

and Long-Term Incentive Plan [2] 11,357 [3] N/A 78,585
Equity compensation plans not approved by
the Company’s shareholders:
— Stock Incentive Plan [4] 50,367 [5] |$ 187.38 165,844
— Directors Stock Plan [6] — N/A 50,389
— Directors Equity Deferral Plan [7] 84,729 N/A —
Total plans not approved by shareholders 135,096 $ 187.38 216,233
Total 146,453 $ 187.38 294,818
[1] Does not take any of the RSUs listed in column (A) into account. All RSUs outstanding under the Directors Equity Deferral Plan were issued in respect of the
voluntary deferral by a Director of compensation otherwise payable in cash in an amount equal to the fair market value of the underlying common stock at the
date the RSUs were credited to the Director’ s account under such Deferral Plan. All RSUs outstanding under the 2003 Restricted Stock, Restricted Stock Unit and
Long-Term Incentive Plan were issued solely in consideration of the recipient’s services.
[2] A copy of the 2003 Restricted Stock, Restricted Stock Unit and Long-Term Incentive Plan was filed as Exhibit 10.22 to our first quarter 2008 Form 10-Q filed
by the Company with the SEC on May 8, 2008.
[3] Thisfigure consists of the shares which underlie the RSUs. They are subject to no contingencies but are not currently convertible.
[4] A copy of the Stock Incentive Plan was filed as Exhibit 10.2 to the first quarter 2008 Form 10-Q filed by the Company with the SEC on May 8, 2008. The first

amendment to the Stock Incentive Plan was filed as Exhibit 10.2 to our 2008 Annual Report on Form 10-K filed by the Company with the SEC on March 5,
2009. The Stock Incentive Plan was adopted as part of our plan of demutualization, which was approved in its entirety by our policyholders of record at that
time, and became effective June 26, 2001. As the Stock Incentive Plan was adopted both prior to the time at which the Company’ s stock became registered to
trade under the Securities Exchange Act of 1934, as amended (the “ 1934 Act”), and prior to the effective date of the New Y ork Stock Exchange’'s (“NY SE”)
corporate governance rules pertaining to equity compensation plans, shareholder approval of the Plan is not required under such NY SE rules. The following
summary of the material features of the plan is qualified in its entirety by reference to the full text of the plan, which is hereby incorporated by reference.

Under the Company’s Stock Incentive Plan, the Compensation Committee (or if the committee delegates such authority to the CEO) (the “ Committee”) may
grant stock options to officers and employees of the Company and its subsidiaries. The maximum number of shares issuable under the plan with respect to
officers and employees of the Company is the aggregate of 5% (approximately 5.25 million prior to adjustment for the spin-off of Virtus) of the shares
outstanding on June 26, 2001 (approximately 105 million shares) reduced by the shares issuable pursuant to options or other awards granted under the
Company’s Directors Stock Plan. During any five-year period, no participant may be granted options in respect of more than 5% of the shares available for
issuance under the plan. The Board may terminate or amend the plan, but such termination or amendment may not adversely affect any outstanding stock
options without the consent of the affected participant. The plan will continue in effect until it is terminated by the Board or until no more shares are available
for issuance.

The exercise price per share subject to an option will be not less than the fair market value of such share on the option’s grant date. Each option will generally
become exercisable in equal installments on each of the first three anniversaries of the grant date, except that no option may be exercised after the tenth
anniversary of its grant date. Options may not be transferred by the grantee, except in the event of death or, if the Committee permits, the transfer of non-
qualified stock options by gift or domestic relations order to the grantee’ simmediate family members. Upon a grantee’ s death, any outstanding options
previously granted to such grantee will be exercisable by the grantee’ s designated beneficiary until the earlier of the expiration of the option or five years
following the grantee’ s death. If the grantee terminates employment by reason of disability or retirement, any outstanding option will continue to vest asif the
grantee’s service had not terminated and the grantee may exercise any vested option until the earlier of five years following termination of employment or the
expiration of the option. If the grantee’s employment is terminated for cause, the grantee will forfeit any outstanding options. If the grantee’s employment
terminates in connection with a divestiture of a business unit or subsidiary or similar transaction, the Committee may provide that all or some outstanding
options will continue to become exercisable and may be exercised at any time prior to the earlier of the expiration of the term of the options and the third
anniversary of the grantee’s termination of service. If the grantee terminates employment for any other reason, any vested options held by the grantee at the
date of termination will remain exercisable for a period of 30 days and any then unvested options will be forfeited.

Generally, upon a change of control (as defined in the plan), each outstanding option will become fully exercisable. Alternatively, the Committee may: (i) require
that each option be canceled in exchange for a payment in an amount equal to the excess, if any, of the price paid in connection with the change of control over
the exercise price of the option; or (ii) if the Committee determines in good faith that the option will be honored or assumed by, or an alternative award will be
issued by, the acquirer in the change of control, require that each option remain outstanding without acceleration of vesting or exchanged for such alternative
award.

81






Table of Contents

(5]
(6]

(7]

This figure consists of the shares which underlie the options issued under the Stock Incentive Plan (all of which are fully vested).

A copy of the Directors Stock Plan was filed as Exhibit 10.6 to the 2008 Form 10-Q filed by the Company on May 8, 2008. The Directors Stock Plan was
initially adopted as part of our plan of demutualization, which was approved in its entirety by our policyholders of record at that time, and became effective
June 26, 2001. As the Directors Stock Plan was adopted both prior to the time at which the Company’s stock became registered to trade under the 1934 Act and
prior to the effective date of the NY SE corporate governance rules pertaining to equity compensation plans, shareholder approval of the Plan is not required
under such NY SE rules. The following summary of the material features of the plan is qualified in its entirety by reference to the full text of the plan, which is
hereby incorporated by reference.

Under the Directors Stock Plan, the Board of Directors may grant options to outside directors, provided that the aggregate number of shares issuable pursuant to
options will not exceed 0.5% of the total shares outstanding on June 26, 2001, or 26,242 shares. Each option entitles the holder to acquire one share of our
Common Stock at the stated exercise price. The exercise price per share will not be less than the fair market value of a share on the day such option is granted
and the option will be exercisable from the day the option is granted until the earlier of the tenth anniversary of such grant date or the third anniversary of the
day the outside director ceases to provide services for the Company. All options that have been issued pursuant to the Directors Stock Plan have either been
exercised or lapsed unexercised in accordance with their terms. Under the Directors Stock Plan, the Board of Directors may require the outside directors to
receive up to one-half of their directors fees in shares instead of cash and the outside directors may elect to receive any portion of such feesin shares instead of
cash. The aggregate number of shares that may also be issued in lieu of cash fees may not exceed 26,202 shares, bringing the total available under this plan to
52,444 shares. However, any stock grants made to Directors prior to June 16, 2009 were effected under the 2003 Restricted Stock, Restricted Stock Unit and
Long-Term Incentive Plan and not the Directors Stock Plan. No awards have been made under the Directors Stock Plan since June 16, 2009, when the Company
modified its director compensation program to offer stock based compensation opportunities entirely on an elective basis pursuant to the Directors Equity
Deferral Plan.

A copy of the Directors Equity Deferral Plan was filed as Exhibit 10.37 to the 2008 Form 10-Q filed by the Company on May 8, 2008. As the Directors Equity
Deferral Plan allows Directors electively to acquire interests in our stock at the then fair market value thereof by deferring amounts that would otherwise have
been payable to them currently in cash, the Directors Equity Deferral Plan is not an equity compensation plan that is subject to shareholder approval under the
NY SE corporate governance requirements. The following summary of the material features of the plan is qualified in its entirety by reference to the full text of
the plan, which is hereby incorporated by reference.

Under the Directors Equity Deferral Plan, non-employee members of The Phoenix Companies, Inc. Board of Directors (the “ Board") may voluntarily defer all
or aportion of the cash portion of any fees and payments to the Directors attributable to their service as a member of the Board into restricted stock units
(*RSUs"). The RSUs will be converted into shares of Company common stock when the Directors separate from service as a member of the Board and will be
distributed within a certain period after such separation. No specific number of shares are reserved for issuance in respect of the Directors Equity Deferral Plan,
as all of the shares to be issued thereunder are issued in respect of a Director’ s decision to exchange cash otherwise payable currently for services as Director for
the receipt of shares of stock at alater date on atax deferred basis, based on the fair market value of the underlying stock at the time of the exchange. The
shares of common stock that are issuable under the Plan are exempt from registration pursuant to Regulation D, and a Form D has been filed reflecting the use of
such exemption.

All Directors RSUs credited since June 16, 2009 have been issued pursuant to the terms of this Deferral Plan.

Item 13. Certain Relationships and Related Transactions and Director I ndependence

The information reguired by Items 404 and 407(a) of Regulation S-K isincorporated herein by reference to the information set forth under the
section entitled “ Proposal 1: Election of Directors’ of our 2015 Proxy Statement.

Item 14. Principal Accounting Feesand Services

Theinformation required by Item 9(e) of Schedule 14A isincorporated herein by reference to the information set forth under the section entitled
“Proposal 2: Ratification of the Appointment of our Independent Registered Public Accounting Firm” of our 2015 Proxy Statement.
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PART IV

Item 15. Exhibits, Financial Statement Schedules

(8 Documentsfiled as part of this Form 10-K include:

1. Financial Statements. The financial statementslisted in Part Il of the Table of Contentsto this Form 10-K are filed as part of this
Form 10-K;

2. Financial Statement Schedules. All financial statement schedules are listed in the index to the consolidated financial statementson
page 4; and

3. Exhibits. The exhibits listed under the caption “Exhibit Index” herein are filed as part of this Form 10-K. Exhibit numbers 10.1 through
10.56 are management contracts or compensatory plans or arrangements.

In reliance upon Item 601(b)(4)(iii) of Regulation S-K, we hereby give notice that, in connection with the filing of this Form 10-K, we do not intend
to file as exhibits copies of our instruments with respect to long-term debt where the total amount of securities authorized thereunder does not
exceed 10% of the total assets of the Company and its subsidiaries on a consolidated basis. We hereby agree to furnish a copy of any such
instrument to the SEC upon request.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

THE PHOENIX COMPANIES, INC.
(Registrant)

Dated: March 30, 2015 By: [g/ JamesD.Wehr
James D. Wehr
President and Chief Executive Officer
(Principal Executive Officer)

Dated: March 30, 2015 By: /s/BonnieJ. Malley
Bonnie J. Malley
Executive Vice President and Chief Financial Officer
(Principal Financia Officer)

Dated: March 30, 2015 By: /s Ernest M. McNeill, Jr.
Ernest M. McNseill, Jr.
Senior Vice President and Chief Accounting Officer
(Principal Accounting Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below, dated March 30, 2015, by the following
persons on behalf of the Registrant and in the capacitiesindicated.

* *
Martin N. Baily, Director AugustusK. Oliver, |1, Director
* *
Arthur P. Byrne, Director Westley V. Thompson, Director
* /s/ James D. Wehr
Sanford Cloud, Jr., Director James D. Wehr, Director
* *
John H. Forsgren, Chairman Arthur F. Weinbach, Director

*

Ann Maynard Gray, Director

*By: [/ John T. Mulrain
John T. Mulrain
Attorney-in-Fact
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of
The Phoenix Companies, Inc.

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income and comprehensive income,
changesin stockholders’ equity, and cash flows present fairly, in all material respects, the financial position of The Phoenix Companies, Inc. and
itssubsidiaries at December 31, 2014 and 2013, and the results of their operations and their cash flows for each of the three yearsin the period
ended December 31, 2014 in conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the
Company did not maintain, in all material respects, effectiveinternal control over financial reporting as of December 31, 2014, based on criteria
established in Internal Control - Integrated Framework (1992) issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) because material weaknessesin internal control over financial reporting existed at that date. The material weaknesses
included deficienciesin the period-end financial reporting process including the processing of journal entries and the preparation and review of
account reconciliations, insufficient complement of personnel with alevel of accounting knowledge commensurate with the Company’s financial
reporting requirements and ineffective monitoring and review activities.

The above material weaknesses also contributed to the following material weaknessesin internal control over financia reporting. The Company
did not maintain effective controls over:

(1) actuaria finance and valuation, including (i) controlsto review and approve assumptions and methodol ogies used in the determination of
actuarialy derived insurance policy liability estimates, (ii) controls to appropriately measure actuarially derived balances for its fixed indexed
annuity products, (iii) controls over key actuarial spreadsheets and certain key reportsto ensure the reliability of data, assumptions and valuation
calculations, and (iv) controls over the application of U.S. GAAPto universal life reserves,

(2) certain investment processes, including (i) controls over the recognition and measurement of impaired investments, (ii) controls over the
recognition and measurement of certain elements of net investment income, as well asidentifying embedded derivatives related to structured
securities, (iii) controls over internally priced securities, including private placement debt and equity securities, (iv) controls over classificationin
the fair value hierarchy disclosure, (v) controlsto properly recognize and measure counterparty non-performance risk on non-collateralized
derivatives, (vi) controls over determining the appropriate accounting method for limited partnerships or for determining the appropriate
accounting for investee transactions,
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(3) complex reinsurance treaties, including controls to analyze, document and review the U.S. GAAP accounting for such transactions at inception,

(4) valuation of pension assets and liabilities, including management and oversight of third party vendors and controls to ensure census data was
complete and accurate,

(5) completeness and accuracy of taxableincome reporting for limited partnerships and other investments, including controls to ensure complete
and accurate taxable information is utilized in the Company’ s measurements of income taxes related to limited partnership and other investments,

(6) presentation of cash and cash flows, including controls over preparation and review of classification of activity in the statement of cash flows
and cash and related balancesin the balance sheet, and

(7) information technology general controls related to restricted access, including controls to grant, remove and review access to ensure
appropriate segregation of duties and restricted access to programs and data.

A material weaknessis a deficiency, or acombination of deficiencies, in internal control over financial reporting, such that there is areasonable
possibility that amaterial misstatement of the annual or interim financial statementswill not be prevented or detected on atimely basis. The
material weaknesses referred to above are described in Management's Annual Report on Internal Control over Financial Reporting appearing under
Item 9A. We considered these material weaknesses in determining the nature, timing, and extent of audit tests applied in our audit of the 2014
consolidated financia statements and our opinion regarding the effectiveness of the Company’sinternal control over financial reporting does not
affect our opinion on those consolidated financial statements. The Company's management is responsible for these financial statements, for
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting
included in management's report referred to above. Our responsibility isto express opinions on these financial statements and on the Company's
internal control over financial reporting based on our integrated audits. We conducted our audits in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement and whether effective internal control over financial reporting
was maintained in all material respects. Our audits of the financial statementsincluded examining, on atest basis, evidence supporting the amounts
and disclosuresin the financial statements, assessing the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. Our audit of internal control over financial reporting included obtaining an understanding
of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and eval uating the design and operating
effectiveness of internal control based on the assessed risk. Our audits also included performing such other procedures as we considered
necessary in the circumstances. We believe that our audits provide areasonable basis for our opinions.
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Asdiscussed in Note 2 to the consolidated financial statements, the Company has restated its 2013 consolidated financial statementsto correct
errors.

A company’sinternal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statementsfor external purposesin accordance with generally accepted accounting principles. A
company’sinternal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of recordsthat, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonabl e assurance
that transactions are recorded as necessary to permit preparation of financial statementsin accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors
of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of
the company’s assets that could have amaterial effect on the financial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any

evaluation of effectiveness to future periods are subject to therisk that controls may become inadequate because of changesin conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

/9 PricewaterhouseCoopers LLP

Boston, Massachusetts
March 30, 2015
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THE PHOENIX COMPANIES, INC.
Consolidated Balance Sheets

($ in millions, except share data)

ASSETS:

Available-for-sale debt securities, at fair value (amortized cost of $11,978.0 and $11,341.5)

Available-for-sale equity securities, at fair value (cost of $156.0 and $119.3)
Short-term investments

Limited partnerships and other investments
Policy loans, at unpaid principal balances
Derivative instruments

Fair value investments

Total investments

Cash and cash equivalents

Accrued investment income

Reinsurance recoverable

Deferred policy acquisition costs

Deferred income taxes, net

Other assets

Discontinued operations assets

Separate account assets

Total assets

LIABILITIES:

Policy liabilities and accruals
Policyholder deposit funds

Dividend obligations

Indebtedness

Pension and post-employment liabilities
Other liabilities

Discontinued operations liabilities
Separate account liabilities

Total liabilities

COMMITMENTSAND CONTINGENCIES (Notes 22, 23 and 24)

STOCKHOLDERS' EQUITY:

Common stock, $.01 par value: 5.8 million and 5.7 million shares outstanding
Additional paid-in capital

Accumulated other comprehensive income (10ss)

Retained earnings (accumulated deficit)

Treasury stock, at cost: 0.7 million and 0.7 million shares

Total The Phoenix Companies, Inc. stockholders’ equity
Noncontrolling interests

Total stockholders’ equity

Total liabilities and stockholders’ equity

The accompanying notes are an integral part of these financial statements.

As of December 31,

2014 2013

Asrestated
12,679.3 11,731.5
179.5 138.0
149.7 361.6
542.8 561.3
2,352.1 2,350.3
161.3 228.8
235.4 215.2
16,300.1 15,586.7
450.0 496.4
176.7 170.4
559.1 598.1
848.6 947.8
34.2 70.0
311.3 320.5
45.2 48.9
3,020.7 3,402.3
21,745.9 21,641.1
12,417.6 12,416.6
3,955.0 3,442.6
916.8 705.7
378.9 378.8
380.0 313.1
289.8 337.3
40.5 43.4
3,020.7 3,402.3
21,399.3 21,039.8
0.1 0.1
2,632.8 2,633.1
(234.4) (185.0)
(1,889.0) (1,675.8)
(182.9) (182.9)
326.6 589.5
20.0 11.8
346.6 601.3
21,745.9 21,641.1
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THE PHOENIX COMPANIES, INC.

Consolidated Statements of Income and Compr ehensive Income

($ in millions, except per share data)

REVENUES:
Premiums
Fee income
Net investment income
Net realized investment gains (losses):
Total other-than-temporary impairment (“ OTTI") losses
Portion of OTTI losses recognized in other comprehensive income (“ OCI”)
Net OTTI losses recognized in earnings
Net realized investment gains (losses), excluding OTTI losses
Net realized investment gains (losses)
Gain on debt repurchase
Total revenues
BENEFITS AND EXPENSES:
Policy benefits
Policyholder dividends
Policy acquisition cost amortization
Interest expense on indebtedness
Other operating expenses
Total benefits and expenses
Income (loss) from continuing operations before income taxes
Income tax expense (benefit)
Income (loss) from continuing operations
Income (loss) from discontinued operations, net of income taxes
Net income (10ss)
Less: Net income (loss) attributable to noncontrolling interests
Net income (loss) attributable to The Phoenix Companies, Inc.
COMPREHENSIVE INCOME (LOSS):
Net income (loss) attributable to The Phoenix Companies, Inc.
Net income (loss) attributable to noncontrolling interests
Net income (loss)
Other comprehensive income (loss) before income taxes:
Unrealized investment gains (losses), net of related offsets
Net pension liability adjustment
Other comprehensiveincome (loss) beforeincome taxes
Less: Income tax expense (benefit) related to:
Unrealized investment gains (losses), net of related offsets
Net pension liability adjustment
Total income tax expense (benefit)
Other comprehensiveincome (loss), net of income taxes
Comprehensive income (loss)
Less: Comprehensive income (loss) attributable to noncontrolling interests

Comprehensive income (loss) attributable to The Phoenix Companies, Inc.

(Continued on next page)

For the years ended December 31,

2014 2013 2012
Asrestated Asrevised
3321 % 3516 $ 402.3
545.1 550.3 556.0
830.9 789.7 827.8
(7.7) (7.0) (50.8)
(0.4) (4.8) 22.9
(8.1) (11.8) (27.9)
(33.1) 27.8 11.1
(41.2) 16.0 (16.8)
— — 11.9
1,666.9 1,707.6 1,781.2
1,119.2 965.1 1,162.4
244.8 235.9 292.1
119.6 103.1 196.1
28.3 28.3 30.8
350.2 337.1 253.3
1,862.1 1,669.5 1,934.7
(195.2) 38.1 (153.5)
10.5 8.5 4.7
(205.7) 29.6 (148.8)
(3.5) (2.9) (15.6)
(209.2) 26.7 (164.4)
4.0 0.7 0.6
(2132) $ 260 $ (165.0)
(2132) $ 260 $ (165.0)
4.0 0.7 0.6
(209.2) 26.7 (164.4)
66.5 (62.7) 95.4
(80.2) 101.0 (20.3)
(13.7) 38.3 75.1
35.7 (20.5) 92.0
35.7 (20.5) 92.0
(49.4) 58.8 (16.9)
(258.6) $ 855 $ (181.3)
4.0 0.7 0.6
(262.6) $ 848 $ (181.9)




The accompanying notes are an integral part of these financial statements.
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THE PHOENIX COMPANIES, INC.

Consolidated Statements of Income and Compr ehensive Income

(Continued from previous page)

($in millions, except per share data)

EARNINGS (LOSS) PER SHARE:

Income (loss) from continuing operations — basic

Income (loss) from continuing operations — diluted

Income (loss) from discontinued operations — basic

Income (loss) from discontinued operations — diluted

Net income (loss) attributable to The Phoenix Companies, Inc. — basic
Net income (loss) attributable to The Phoenix Companies, Inc. — diluted
Basic weighted-average common shares outstanding (in thousands)

Diluted weighted-average common shares outstanding (in thousands)

The accompanying notes are an integral part of these financial statements.

For the years ended December 31,

2014 2013 2012
Asrestated Asrevised

$ (36.48) $ 504 $ (25.90)
$ (36.48) $ 501 $ (25.90)
$ (0.61) $ (0.51) $ (2.70)
$ (061) $ (0.50) $ (2.70)
$ (37.09) $ 453 % (28.60)
$ (37.09) $ 451 % (28.60)

5,748 5,735 5,770

5,748 5,764 5,770
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THE PHOENIX COMPANIES, INC.
Consolidated Statements of Cash Flows

($inmillions)

OPERATING ACTIVITIES:
Net income (loss)
Net realized investment gains/ losses
Policy acquisition costs deferred
Policy acquisition cost amortization
Amortization and depreciation
Interest credited
Equity in earnings of limited partnerships and other investments
Gain on debt repurchase
Change in:
Accrued investment income
Deferred income taxes, net
Reinsurance recoverable
Policy liabilities and accruals
Dividend obligations
Pension and post-employment liabilities
Impact of operating activities of consolidated investment entities, net
Other operating activities, net

Cash provided by (used for) operating activities

INVESTING ACTIVITIES:
Purchases of :

Available-for-sale debt securities

Available-for-sale equity securities

Short-term investments

Derivative instruments

Fair value and other investments
Sales, repayments and maturities of:

Available-for-sale debt securities

Available-for-sale equity securities

Short-term investments

Derivative instruments

Fair value and other investments
Contributions to limited partnerships and limited liability corporations
Distributions from limited partnerships and limited liability corporations
Policy loans, net
Impact of investing activities of consolidated investment entities, net
Other investing activities, net

Cash provided by (used for) investing activities

For the years ended December 31,

2014 2013 2012
Asrestated Asrevised
$ (213.2) 260 $ (165.0)
40.5 (20.9) 23.7
(72.9) (58.4) (58.1)
119.6 103.1 196.1
6.0 8.2 12.0
151.5 139.0 123.2
(59.7) (58.9) (59.8)
— — (11.9)
(109.2) (86.0) (122.8)
— — (20.5)
39.1 (8.4) (22.7)
(430.9) (591.8) (425.4)
72.4 57.1 77.3
(13.3) (14.1) (20.8)
(33.8) (2.2) (11.8)
34 60.1 (34.3)
(500.5) (446.6) (520.8)
(2,272.6) (2,460.7) (1,796.9)
(53.6) (59.6) (10.9)
(1,794.4) (1,559.7) (1,814.0)
(62.7) (101.9) (50.8)
(2.7 (27.0) (38.7)
1,651.9 2,130.7 1,871.0
214 134 224
2,005.9 1,909.2 1,382.7
96.2 49.5 26.7
23.8 26.6 49.3
(84.2) (72.4) (101.8)
157.1 146.8 138.4
78.0 80.8 126.5
(8.9) (10.9) (7.7)
(244.8) 65.3 (203.8)

(Continued on next page)

The accompanying notes are an integral part of these financial statements.
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THE PHOENIX COMPANIES, INC.

Consolidated Statements of Cash Flows

(Continued from previous page)

($inmillions)

FINANCING ACTIVITIES:

Policyholder deposits

Policyholder withdrawals

Net transfers (to) from separate accounts

Impact of financing activities of consolidated investment entities, net
Other financing activities, net

Cash provided by (used for) financing activities

Changein cash and cash equivalents

Changein cash included in discontinued operations assets
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental Disclosure of Cash Flow Information

Income taxes (paid) refunded

Interest expense on indebtedness paid

Non-Cash Transactions During the Period

Investment exchanges

The accompanying notes are an integral part of these financial statements.

For the years ended December 31,

2014 2013 2012

Asrestated Asrevised
1,457.2 1,355.0 1,597.4
(1,200.6) (1,140.4) (1,138.8)
439.4 412.9 379.8
4.1 4.5 1.3
— — (39.6)
700.1 632.0 800.1
(45.2) 250.7 75.5
(1.2) (0.7) 2.7
496.4 246.4 168.2
450.0 496.4 246.4
(0.2) (5.4) (18.4)
(27.9) (27.9) (30.4)
93.3 98.8 96.0
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THE PHOENIX COMPANIES, INC.
Consolidated Statements of Changesin Stockholders Equity

($ in millions, except share data)

COMMON STOCK: [1]
Balance, beginning of period
Adjustment for reverse stock split

Balance, end of period

ADDITIONAL PAID-IN CAPITAL: [1]
Balance, beginning of period
Issuance of shares and compensation expense on stock compensation awards
Adjustment for reverse stock split

Balance, end of period

ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS):
Balance, beginning of period
Other comprehensive income (10ss)

Balance, end of period

RETAINED EARNINGS (ACCUMULATED DEFICIT):
Balance, beginning of period
Net income (loss)

Balance, end of period

TREASURY STOCK, AT COST: [1]
Balance, beginning of period
Treasury shares purchased

Balance, end of period

TOTAL STOCKHOLDERS EQUITY ATTRIBUTABLE TO
THE PHOENIX COMPANIES, INC.:

Balance, beginning of period
Change in stockholders’ equity attributable to The Phoenix Companies, Inc.

Balance, end of period

NONCONTROLLING INTERESTS:
Balance, beginning of period
Net income (loss) attributable to noncontrolling interests
Contributions to noncontrolling interests
Distributions from noncontrolling interests
Issuance of Saybrus shares to noncontrolling interests

Balance, end of period

TOTAL STOCKHOLDERS EQUITY:
Balance, beginning of period
Change in stockholders’ equity

For the years ended December 31,

2014 2013 2012
Asrestated Asrevised

0.1 0.1 1.3
— — (1.2)

0.1 0.1 0.1

2,633.1 2,633.1 2,630.5
(0.3) — 14

— — 1.2

2,632.8 2,633.1 2,633.1
(185.0) (243.8) (226.9)
(49.4) 58.8 (16.9)
(234.4) (185.0) (243.8)
(1,675.8) (1,701.8) (1,536.8)
(213.2) 26.0 (165.0)
(1,889.0) (1,675.8) (1,701.8)
(182.9) (182.9) (179.5)
— — (3.4)
(182.9) (182.9) (182.9)

589.5 504.7 688.6
(262.9) 84.8 (183.9)

326.6 589.5 504.7

11.8 6.7 2.8

4.0 0.7 0.6

4.2 4.6 4.7

— (0.2) (1.4)

20.0 11.8 6.7

601.3 511.4 691.4
(254.7) 89.9 (180.0)




Balance, end of period $ 3466 $ 601.3 $ 511.4

[1] Reflects the 1-for-20 reverse stock split, which was effective August 10, 2012. See Note 10 to our consolidated financial statements for additional information
on the reverse stock split.

The accompanying notes are an integral part of these financial statements.
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements
($in millions, except per share and per unit data)

For theyearsended December 31, 2014, 2013 and 2012

1. Organization and Description of Business

The Phoenix Companies, Inc. (“we,” “our,” “us,” the “Company,” “PNX" or “Phoenix”) is aholding company and our operations are conducted
through subsidiaries, principally Phoenix Life Insurance Company (“Phoenix Life’) and PHL Variable Insurance Company (“PHL Variable’),
collectively with Phoenix Life and Phoenix Life and Annuity Company and American Phoenix Life and Reassurance, they are our “ Life Companies.”
We provide life insurance and annuity products through independent agents and financial advisors. Our policyholder base includes both affluent
and middle market consumers, with our more recent business concentrated in the middle market. Most of our life insurance in force is permanent
lifeinsurance insuring one or more lives. Our annuity products include fixed and variable annuities with avariety of death benefit and guaranteed
living benefit options.

We operate two businesses segments: Life and Annuity and Saybrus Partners, Inc. (“ Saybrus”). The Life and Annuity segment includes
individual life insurance and annuity products, including our closed block. Saybrus provides dedicated life insurance and other consulting
servicesto financial advisorsin partner companies, aswell as support for sales of Phoenix’s product line through independent distribution
organizations.

2. Restatement and Revision of Previously Reported Financial Information

During the Company’ s annual assumption review (or “Unlock”) which was performed in the fourth quarter of 2014, management observed results
in the Company’s Universal Life (“UL”) businessthat did not align with its expectations and, upon further investigation, determined that certain
components of the 2013 Unlock contained errors which were determined to be material to the year ended and the three-months ended December 31,
2013. In addition, the Company identified individually immaterial errorsrelating to its second quarter 2014 financial statements which when
aggregated with the previously recorded and disclosed $6.2 million of out-of-period adjustments, were determined to be material for the three-
months ended June 30, 2014. As aresult of these errors and in accordance with ASC 250, “ Accounting Changes and Error Corrections,” the
Company isrequired to record all out-of-period errors, whether or not previously identified, in the period to which they relate. Accordingly, the
Company has restated its financial statements for the year ended December 31, 2013, the three-months ended December 31, 2013 and the three-
months ended June 30, 2014 and revised its financial statementsfor all other prior periods presented. Each of these restated or revised quarterly
financial statements are presented in expanded format within Note 26.

The Company has classified the correction of errorsinto two categories (i) UL Unlock and (ii) Other Adjustments as detailed more fully below:
UL Unlock

In accordance with U.S. GAAP and our accounting policy, the Company performs an annual assumption review where management makes a
determination of the best estimate assumptions to be used based on a comprehensive review of recent experience studies and industry trends each
year. In 2013, the Company revised a number of assumptions, the most significant of which resulted in changes to expected premium persistency
and incorporation of mortality improvement in its UL business. The incorporation of these changes resulted in manual updates to various models
for which certain errors were subsequently identified in the course of performing analysis between the fourth quarter of 2014 and the prior period
results. These errors related to inappropriate implementation of data used in the calculation of certain product features which then resulted in the
incorrect calculation of the ultimate impact of the Unlock for the fourth quarter of 2013.
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

2. Restatement and Revision of Previously Reported Financial Information (continued)

Other Adjustments

Amounts primarily relate to various out-of-period errorsidentified which were previously determined not to be material individually or in the
aggregate except to the quarter ended June 30, 2014 as noted more fully above. The Company considered the impacts of each of these errors, many
of which were previously identified and subsequently recorded as out-of-period adjustments, as well as subsequently identified errors both
individually and in the aggregate during the course of this restatement and concluded that none were significant for individual categorization
herein.

The impact of the correction of these errors on the consolidated financial statementsis presented in the following tables within this Note below.
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THE PHOENIX COMPANIES, INC.

Notesto Consolidated Financial Statements (continued)

2. Restatement and Revision of Previously Reported Financial Information (continued)

($in millions, except share data)

ASSETS:

Available-for-sale debt securities, at fair value
Available-for-sale equity securities, at fair value
Short-term investments

Limited partnerships and other investments
Policy loans, at unpaid principal balances
Derivative instruments

Fair value investments

Total investments

Cash and cash equivalents

Accrued investment income

Reinsurance recoverable

Deferred policy acquisition costs

Deferred income taxes, net

Other assets [2]

Discontinued operations assets

Separate account assets

Total assets

LIABILITIES:

Policy liabilities and accruals
Policyholder deposit funds

Dividend obligations

Indebtedness

Pension and post-employment liabilities
Other liabilities

Discontinued operations liabilities
Separate account liabilities

Total liabilities

COMMITMENTSAND CONTINGENCIES (Notes 22, 23 and 24)

STOCKHOLDERS' EQUITY:

Common stock, $.01 par value: 5.7 million shares outstanding
Additional paid-in capital

Accumulated other comprehensive income (10ss)

Retained earnings (accumulated deficit)

Treasury stock, at cost: 0.7 million shares

Total The Phoenix Companies, Inc. stockholders’ equity
Noncontrolling interests

Total stockholders’ equity

Total liabilities and stockholders’ equity

Consolidated Balance Sheet
As of December 31, 2013

Correction of errors

As uL Other As
reported unlock adjustments restated

11,808.6 — 3 (77.1) [1] $ 11,7315
61.8 — 76.2 [1] 138.0
361.6 — — 361.6
561.9 — (0.6) 561.3
2,350.3 — — 2,350.3
243.1 — (14.3) 228.8
210.8 — 4.4 215.2
15,598.1 — (11.4) 15,586.7
496.4 — — 496.4
170.4 — — 170.4
603.3 (4.3) (0.9) 598.1
940.6 7.8 (0.6) 947.8
70.0 — — 70.0
299.9 0.1 20.5 320.5
43.6 — 5.3 48.9
3,402.3 — — 3,402.3
21,624.6 36 $ 12.9 $ 21,641.1
12,437.6 (15.9) $ (5.1) $ 12,416.6
3,429.7 — 12.9 3,442.6
705.9 — (0.2) 705.7
378.8 — — 378.8
315.9 — (2.8) 313.1
333.0 — 4.3 337.3
37.7 — 5.7 43.4
3,402.3 — — 3,402.3
21,040.9 (15.9) 14.8 21,039.8
0.1 — — 0.1
2,633.1 — — 2,633.1
(185.2) 0.3 (0.1) (185.0)
(1,692.1) 19.2 (2.9) (1,675.8)
(182.9) — — (182.9)
573.0 19.5 (3.0 589.5
10.7 — 11 11.8
583.7 19.5 (1.9) 601.3
21,624.6 36 $ 12.9 $ 21,641.1




[1] Included within Other Adjustments is a reclassification of $76.2 million to reflect perpetual preferred stock securities as available-for-sale equity securities.
[2] Includes receivables which were previously disclosed as a separate line item in the 2013 Form 10-K.
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THE PHOENIX COMPANIES, INC.

Notesto Consolidated Financial Statements (continued)

2. Restatement and Revision of Previously Reported Financial Information (continued)

($in millions, except share data)

Consolidated Statement of Income and Comprehensive Income
Asof and for the year ended December 31, 2013

Correction of errors

As uL Other As
reported unlock adjustments restated
REVENUES:
Premiums $ 3516 $ — 3 — $ 351.6
Fee income 551.2 (0.9) — 550.3
Net investment income 787.2 25 789.7
Net realized investment gains (losses):
Total other-than-temporary impairment (“OTTI") losses (7.5) — 0.5 (7.0)
Portion of OTT]I losses recognized in other comprehensive income (“ OCI”) (4.8) — — (4.8)
Net OTTI losses recognized in earnings (12.3) — 0.5 (11.8)
Net realized investment gains (losses), excluding OTTI losses 33.6 — (5.8) 27.8
Net realized investment gains (losses) 21.3 — (5.3) 16.0
Gain on debt repurchase — — — —
Total revenues 1,711.3 (0.9) (2.8) 1,707.6
BENEFITS AND EXPENSES:
Policy benefits 1,026.5 (12.3) (49.1) [1] 965.1
Policyholder dividends 189.7 — 46.2 [1] 235.9
Policy acquisition cost amortization 113.7 (7.7) (2.9 103.1
Interest expense on indebtedness 28.9 — (0.6) 28.3
Other operating expenses 335.6 (0.2) 1.6 337.1
Total benefits and expenses 1,694.4 (20.1) (4.8) 1,669.5
Income (loss) from continuing operations before income taxes 16.9 19.2 2.0 38.1
Income tax expense (benefit) 9.6 — (1.1) 8.5
Income (loss) from continuing operations 7.3 19.2 3.1 29.6
Income (loss) from discontinued operations, net of income taxes (2.6) — (0.3) (2.9)
Net income (loss) 4.7 19.2 2.8 26.7
Less: Net income (loss) attributable to noncontrolling interests (0.4) — 11 0.7
Net income (loss) attributable to The Phoenix Companies, Inc. $ 51 % 192 % 17 $ 26.0
COMPREHENSIVE INCOME (LOSS):
Net income (loss) attributable to The Phoenix Companies, Inc. $ 51 $ 192 % 17 $ 26.0
Net income (loss) attributable to noncontrolling interests (0.4) — 11 0.7
Net income (10ss) 4.7 19.2 2.8 26.7
Other comprehensive income (loss) before income taxes:
Unrealized investment gains (losses), net of related offsets [2] (55.8) 0.3 (7.2) (62.7)
Net pension liability adjustment 99.3 — 1.7 101.0
Other comprehensive income (loss) before income taxes 43.5 0.3 (5.5 38.3
Less: Income tax expense (benefit) related to:
Unrealized investment gains (losses), net of related offsets [2] (20.6) — 0.1 (20.5)
Net pension liability adjustment — — — —
Total income tax expense (benefit) (20.6) — 0.1 (20.5)
Other comprehensive income (loss), net of income taxes 64.1 0.3 (5.6) 58.8
Comprehensive income (loss) 68.8 $ 195 $ (2.8) $ 85.5
Less: Comprehensive income (loss) attributable to noncontrolling interests (0.4) — 11 0.7
Comprehensive income (loss) attributable to The Phoenix Companies, Inc. $ 692 $ 195 § (3.9 $ 84.8




(Continued on next page)
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

2. Restatement and Revision of Previously Reported Financial Information (continued)

(Continued from previous page) Consolidated Statement of Income and Comprehensive Income
($in millions, except share data) Asof and for the year ended December 31, 2013

Correction of errors

As uL Other As
reported unlock adjustments restated

EARNINGS (LOSS) PER SHARE:

Income (loss) from continuing operations — basic $ 127 % 335 $ 0.35 $ 5.04
Income (loss) from continuing operations — diluted $ 127 % 333 % 0.34 $ 5.01
Income (loss) from discontinued operations — basic $ (0.45) % — 3 (0.05) $ (0.51)
Income (loss) from discontinued operations — diluted $ (0.45) % — 8 (0.05) $ (0.50)
Net income (loss) attributable to The Phoenix Companies, Inc. — basic $ 089 $ 335 % 0.30 $ 4.53
Net income (loss) attributable to The Phoenix Companies, Inc. — diluted $ 088 $ 333 % 0.29 $ 4,51
Basic weighted-average common shares outstanding (in thousands) 5,735 5,735
Diluted weighted-average common shares outstanding (in thousands) 5,764 5,764

[1] Included within Other Adjustmentsis an error related to reserves for certain survivorship policiesin the closed block of $43.3 million that isfully offset by a
change in policyholder dividends. This amount was previously identified and was reported as an out-of -period adjustment in the three months ended March 31,
2013.

[2] Amountswere previously presented separately as net unrealized gains (losses) on investments where credit-related impairments were recognized, and net
unrealized gains (losses) on all other investments in the 2013 Form 10-K.
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

2. Restatement and Revision of Previously Reported Financial Information (continued)

($in millions, except share data)

REVENUES:
Premiums
Fee income
Net investment income
Net realized investment gains (losses):
Total other-than-temporary impairment (“OTTI") losses
Portion of OTT]I losses recognized in other comprehensive income (“ OCI”)
Net OTTI losses recognized in earnings
Net realized investment gains (losses), excluding OTTI losses
Net realized investment gains (losses)
Gain on debt repurchase
Total revenues
BENEFITS AND EXPENSES:
Policy benefits
Policyholder dividends
Policy acquisition cost amortization
Interest expense on indebtedness
Other operating expenses
Total benefits and expenses
Income (loss) from continuing operations before income taxes
Income tax expense (benefit)
Income (loss) from continuing operations
Income (loss) from discontinued operations, net of income taxes
Net income (loss)
Less: Net income (loss) attributable to noncontrolling interests
Net income (loss) attributable to The Phoenix Companies, Inc.
COMPREHENSIVE INCOME (LOSS):
Net income (loss) attributable to The Phoenix Companies, Inc.
Net income (loss) attributable to noncontrolling interests
Net income (10ss)
Other comprehensive income (loss) before income taxes:
Unrealized investment gains (losses), net of related offsets [1]
Net pension liability adjustment
Other comprehensive income (loss) before income taxes
Less: Income tax expense (benefit) related to:
Unrealized investment gains (losses), net of related offsets [1]
Net pension liability adjustment
Total income tax expense (benefit)
Other comprehensive income (loss), net of income taxes
Comprehensive income (l0ss)

Less: Comprehensive income (loss) attributable to noncontrolling interests

Comprehensive income (loss) attributable to The Phoenix Companies, Inc.

Consolidated Statement of Income and Comprehensive Income

Asof and for the year ended December 31, 2012

Correction of errors

As UL Other As
reported unlock adjustments revised

$ 4023  $ — 3 — 402.3
556.2 — (0.2) 556.0

829.3 — (1.5) 827.8
(51.7) — 0.9 (50.8)

22.9 — — 22.9
(28.8) — 0.9 (27.9)

18.3 — (7.2) 11.1
(10.5) — (6.3) (16.8)

11.9 — — 11.9

1,789.2 — (8.0) 1,781.2

1,166.1 — (3.7 1,162.4

294.8 — 2.7) 292.1

200.0 — (3.9) 196.1

30.8 — — 30.8

253.5 — (0.2) 253.3

1,945.2 — (10.5) 1,934.7
(156.0) — 25 (153.5)

3.7) — (1.0) 4.7)

(152.3) — 35 (148.8)

(15.6) — — (15.6)

(167.9) — 35 (164.4)

0.6 — — 0.6

$ (168.5) $ — 3 35 (165.0)
$ (168.5) $ — 3 35 (165.0)
0.6 — — 0.6

(167.9) — 35 (164.4)

93.7 — 1.7 95.4

(21.9) — 1.1 (20.3)

72.3 — 2.8 75.1

90.9 — 11 92.0

90.9 — 11 92.0

(18.6) — 1.7 (16.9)

(186.5) — 5.2 (181.3)

0.6 — — 0.6

$ (187.1) $ — 3 5.2 (181.9)




(Continued on next page)
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

2. Restatement and Revision of Previously Reported Financial Information (continued)

(Continued from previous page) Consolidated Statement of Income and Comprehensive Income
($in millions, except share data) Asof and for the year ended December 31, 2012

Correction of errors

As UL Other As
reported unlock adjustments revised

EARNINGS (LOSS) PER SHARE:

Income (loss) from continuing operations — basic $ (26.40) $ — 3 061 $ (25.90)
Income (loss) from continuing operations — diluted $ (26.40) $ — 8 061 $ (25.90)
Income (loss) from discontinued operations — basic $ (2.70) $ — 8 —  $ (2.70)
Income (loss) from discontinued operations — diluted $ (2.70) $ — % — 3 (2.70)
Net income (loss) attributable to The Phoenix Companies, Inc. — basic $ (29.20) $ — 8 061 $ (28.60)
Net income (loss) attributable to The Phoenix Companies, Inc. — diluted $ (29.20) $ — % 061 $ (28.60)
Basic weighted-average common shares outstanding (in thousands) 5,770 5,770
Diluted weighted-average common shares outstanding (in thousands) 5,770 5,770

[1] Amounts were previously presented separately as net unrealized gains (losses) on investments where credit-related impairments were recognized, and net
unrealized gains (losses) on al other investments in the 2013 Form 10-K.
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

2. Restatement and Revision of Previously Reported Financial Information (continued)

Consolidated Statement of Cash Flows

($inmillions) Asof and for the year ended December 31, 2013
As Correction As
reported of errors restated
OPERATING ACTIVITIES:
Net income (loss) $ 51 $ 20.9 $ 26.0
Net realized investment (gains) losses (25.7) 5.3 (20.4)
Policy acquisition costs deferred (57.5) (0.9) (58.4)
Policy acquisition cost amortization 113.7 (10.6) 103.1
Amortization and depreciation 8.2 — 8.2
Interest credited 139.0 — 139.0
Equity in earnings of limited partnerships and other investments (55.3) (3.6) (58.9)
Gain on debt repurchase — — —
Change in:
Accrued investment income (86.5) 0.5 (86.0)
Deferred income taxes 0.3 (0.3 —
Reinsurance recoverable (21.2) 12.8 (8.4)
Policy liabilities and accruals (520.0) (71.8) [1] (591.8)
Dividend obligations 10.8 46.3 [1] 57.1
Pension and post-employment liabilities (14.1) — (14.1)
Impact of operating activities of consolidated investment entities, net (3.2 11 (2.1)
Other operating activities, net [2] 59.8 0.3 60.1
Cash provided by (used for) operating activities (446.6) — (446.6)
INVESTING ACTIVITIES:
Purchases of :
Available-for-sale debt securities (2,501.1) 40.4 [3] (2,460.7)
Available-for-sale equity securities (19.2) (40.4) [3] (59.6)
Short-term investments (1,559.7) — (1,559.7)
Derivative instruments (101.9) — (101.9)
Fair value and other investments [4] (27.0) — (27.0)
Sales, repayments and maturities of:
Available-for-sale debt securities 2,137.2 (6.5) [3] 2,130.7
Available-for-sale equity securities 6.9 6.5 [3] 13.4
Short-term investments 1,909.2 — 1,909.2
Derivative instruments 49.5 — 495
Fair value and other investments [4] 26.6 — 26.6
Contributions to limited partnerships and limited liability corporations (72.4) — (72.4)
Distributions from limited partnerships and limited liability corporations 146.8 — 146.8
Policy loans, net 80.8 — 80.8
Impact of investing activities of consolidated investment entities, net — — —
Other investing activities, net (10.4) — (10.4)
Cash provided by (used for) investing activities 65.3 — 65.3

(Continued on next page)
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

2. Restatement and Revision of Previously Reported Financial Information (continued)

(Continued from previous page) Consolidated Statement of Cash Flows
($ in millions) Asof and for the year ended December 31, 2013
As Correction As
reported of errors restated

FINANCING ACTIVITIES:

Policyholder deposits 1,355.0 — 1,355.0
Palicyholder withdrawals (1,140.4) — (1,140.4)
Net transfers (to) from separate accounts 412.9 — 412.9
Impact of financing activities of consolidated investment entities, net 4.5 — 4.5

Other financing activities, net — _ _

Cash provided by (used for) financing activities 632.0 — 632.0
Changein cash and cash equivalents 250.7 — 250.7
Changein cash included in discontinued oper ations assets (0.7) — (0.7)
Cash and cash equivalents, beginning of period 246.4 — 246.4
Cash and cash equivalents, end of period $ 496.4  $ — $ 496.4
Supplemental Disclosure of Cash Flow Information

Income taxes (paid) refunded $ 54) $ — $ (5.4)
Interest expense on indebtedness paid $ (279) $ — $ (27.9)
Non-Cash Transactions During the Period

Investment exchanges $ 988 $ — $ 98.8

[1] Includes an error related to reserves for certain survivorship policies in the closed block of $43.3 million that is fully offset by a change in policyholder
dividends. This amount was previously identified and was reported as an out-of-period adjustment in the three months ended March 31, 2013.

[2] Includes receivables which were previously disclosed as a separate line item in the 2013 Form 10-K.

[3] Includes areclassification to reflect perpetual preferred stock securities as available-for-sale equity securities from available-for-sale debt securities.

[4] Includes other investments which were previously disclosed as a separate line item in the 2013 Form 10-K.
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THE PHOENIX COMPANIES, INC.

Notesto Consolidated Financial Statements (continued)

2. Restatement and Revision of Previously Reported Financial Information (continued)

($in millions)

OPERATING ACTIVITIES:
Net income (loss)
Net realized investment (gains) losses
Policy acquisition costs deferred
Policy acquisition cost amortization
Amortization and depreciation
Interest credited
Equity in earnings of limited partnerships and other investments
Gain on debt repurchase
Change in:
Accrued investment income
Deferred income taxes
Reinsurance recoverable
Policy liabilities and accruals
Dividend obligations
Pension and post-employment liabilities
Impact of operating activities of consolidated investment entities, net
Other operating activities, net [1]
Cash provided by (used for) operating activities

INVESTING ACTIVITIES:
Purchases of:

Available-for-sale debt securities

Available-for-sale equity securities

Short-term investments

Derivative instruments

Fair value and other investments [3]
Sales, repayments and maturities of:

Available-for-sale debt securities

Available-for-sale equity securities

Short-term investments

Derivative instruments

Fair value and other investments [3]
Contributions to limited partnerships and limited liability corporations
Distributions from limited partnerships and limited liability corporations
Policy loans, net
Impact of investing activities of consolidated investment entities, net
Other investing activities, net

Cash provided by (used for) investing activities

(Continued on next page)

Consolidated Statement of Cash Flows

Asof and for the year ended December 31, 2012

As Correction As
reported of errors revised

$ (1685) $ 35 (165.0)
17.4 6.3 23.7
(58.1) — (58.1)
200.0 (3.9) 196.1
12.0 — 12.0
123.2 — 123.2
(60.8) 1.0 (59.8)
(11.9) — (11.9)
(123.2) 0.4 (122.8)
(19.8) (0.7) (20.5)
(19.2) (3.5) (22.7)
(426.9) 1.5 (425.4)
82.9 (5.6) 77.3
(20.8) — (20.8)
(11.8) — (11.8)
(35.3) 1.0 (34.3)
(520.8) — (520.8)
(1,796.9) — (1,796.9)
(10.9) — (10.9)
(1,814.0) — (1,814.0)
(50.8) — (50.8)
(38.7) — (38.7)
1,880.9 9.9 [2] 1,871.0
12.5 9.9 [2] 22.4
1,382.7 — 1,382.7
26.7 — 26.7
49.3 — 49.3
(101.8) — (101.8)
138.4 — 138.4
126.5 — 126.5
(7.7) — (7.7)
(203.8) — (203.8)
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

2. Restatement and Revision of Previously Reported Financial Information (continued)

(Continued from previous page) Consolidated Statement of Cash Flows
($in millions) Asof and for the year ended December 31, 2012
As Correction As
reported of errors revised

FINANCING ACTIVITIES:

Policyholder deposit fund deposits 1,597.4 — 1,597.4
Policyholder deposit fund withdrawals (1,138.8) — (1,138.8)
Net transfers (to) from separate accounts 379.8 — 379.8
Impact of financing activities of consolidated investment entities, net 1.3 — 1.3
Other financing activities, net (39.6) — (39.6)
Cash provided by (used for) financing activities 800.1 — 800.1
Changein cash and cash equivalents 75.5 — 75.5
Changein cash included in discontinued operations assets 2.7 — 2.7
Cash and cash equivalents, beginning of period 168.2 — 168.2
Cash and cash equivalents, end of period $ 2464 % — $ 246.4
Supplemental Disclosure of Cash Flow Information

Income taxes (paid) refunded $ (184 $ — $ (18.4)
Interest expense on indebtedness paid $ (30.4) $ — $ (30.4)
Non-Cash Transactions During the Period

Investment exchanges $ 9.0 $ — $ 96.0

[1] Includes receivables which were previously disclosed as a separate line item in the 2013 Form 10-K.
[2] Includes areclassification to reflect perpetual preferred stock securities as available-for-sale equity securities from available-for-sale debt securities.
[3] Includes other investments which were previously disclosed as a separate line item in the 2013 Form 10-K.
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

2. Restatement and Revision of Previously Reported Financial Information (continued)

($inmillions)

COMMON STOCK: [1]
Balance, beginning of period
Adjustment for reverse stock split

Balance, end of period

ADDITIONAL PAID-IN CAPITAL:
Balance, beginning of period
Issuance of shares and compensation expense on stock compensation awards
Adjustment for reverse stock split

Balance, end of period

ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS):
Balance, beginning of period
Other comprehensive income (loss)

Balance, end of period

RETAINED EARNINGS (ACCUMULATED DEFICIT):
Balance, beginning of period
Net income (loss)

Balance, end of period

TREASURY STOCK, AT COST: [1]
Balance, beginning of period
Treasury shares purchased

Balance, end of period

TOTAL STOCKHOLDERS EQUITY ATTRIBUTABLE TO
THE PHOENIX COMPANIES, INC.:

Balance, beginning of period
Change in stockholders’ equity attributable to The Phoenix Companies, Inc.

Balance, end of period

NONCONTROLLING INTERESTS:
Balance, beginning of period
Net income (loss) attributable to noncontrolling interests
Contributions to noncontrolling interests
Distributions from noncontrolling interests
Issuance of Saybrus shares to noncontrolling interests

Balance, end of period

TOTAL STOCKHOLDERS EQUITY:
Balance, beginning of period

Consolidated Statement of
Changesin Stockholders' Equity
Asof and for the year ended December 31, 2013

As Correction As
reported of errors restated

0.1 — 0.1
0.1 — 0.1
2,633.1 — 2,633.1
2,633.1 — 2,633.1
(249.3) 5.5 (243.8)
64.1 (5.3) 58.8
(185.2) 0.2 (185.0)
(1,697.2) (4.6) (1,701.8)
5.1 20.9 26.0
(1,692.1) 16.3 (1,675.8)
(182.9) — (182.9)
(182.9) — (182.9)
503.8 0.9 504.7
69.2 15.6 84.8
573.0 16.5 589.5
6.7 — 6.7
(0.4) 1.1 0.7
4.6 — 4.6
(0.2) — 0.2)
10.7 1.1 11.8
510.5 0.9 511.4



Change in stockholders’ equity 73.2 16.7 89.9

Stockholders’ equity, end of period $ 5837 $ 176  $ 601.3
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

2. Restatement and Revision of Previously Reported Financial Information (continued)

Consolidated Statement of
Changesin Stockholders' Equity

($in millions) Asof and for the year ended December 31, 2012
As Correction As
reported of errors revised

COMMON STOCK: [1]

Balance, beginning of period $ 13 $ — 8 13
Adjustment for reverse stock split (1.2) — (1.2)
Balance, end of period $ 01 $ — 8 0.1

ADDITIONAL PAID-IN CAPITAL:

Balance, beginning of period $ 26305 $ — % 2,630.5
Issuance of shares and compensation expense on stock compensation awards 14 — 14
Adjustment for reverse stock split 1.2 — 12

Balance, end of period $ 2,633.1 $ — % 2,633.1

ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS):

Balance, beginning of period $ (230.7) $ 38 % (226.9)
Other comprehensive income (loss) (18.6) 1.7 (16.9)
Balance, end of period $ (249.3) $ 55 % (243.8)

RETAINED EARNINGS (ACCUMULATED DEFICIT):

Balance, beginning of period $ (1,528.7) $ 81 $ (1,536.8)
Net income (loss) (168.5) 35 (165.0)
Balance, end of period $ (1,697.2) $ 46) $ (1,701.8)

TREASURY STOCK, AT COST: [1]

Balance, beginning of period $ (179.5) $ — 3% (179.5)
Treasury shares purchased (3.4) — (3.4)
Balance, end of period $ (182.9) $ — % (182.9)

TOTAL STOCKHOLDERS EQUITY ATTRIBUTABLE TO
THE PHOENIX COMPANIES, INC.:

Balance, beginning of period $ 6929 $ 43) $ 688.6
Change in stockholders’ equity attributable to The Phoenix Companies, Inc. (189.1) 5.2 (183.9)
Balance, end of period $ 503.8 $ 09 $ 504.7

NONCONTROLLING INTERESTS:

Balance, beginning of period $ 28 $ — 3 2.8
Net income (loss) attributable to noncontrolling interests 0.6 — 0.6
Contributions to noncontrolling interests 4.7 — 4.7
Distributions from noncontrolling interests (1.4) — (1.4)

Issuance of Saybrus shares to noncontrolling interests — — —

Balance, end of period $ 67 $ — 8 6.7

TOTAL STOCKHOLDERS EQUITY:
Balance, beginning of period $ 695.7 $ 43) $ 691.4



Change in stockholders’ equity (185.2) 5.2 (180.0)

Stockholders’ equity, end of period $ 5105 $ 09 $ 511.4
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

3. Basisof Presentation and Significant Accounting Policies

We have prepared these consolidated financial statements in accordance with generally accepted accounting principlesin the United States (“U.S.
GAAP"), which differs materially from the accounting practices prescribed by various insurance regulatory authorities. Our consolidated financial
statements include the accounts of the Company and its subsidiaries. Intercompany balances and transactions have been eliminated in
consolidating these financia statements.

Certain prior year amounts have been reclassified to conform to the current year presentation.
Use of estimates

In preparing these consolidated financial statementsin conformity with U.S. GAAP, we are required to make estimates and assumptions that affect
the reported amounts of assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and
expenses during the reporting periods. Significant estimates and assumptions are made in the determination of estimated gross profits (“EGPS")
and estimated gross margins (“EGMS") used in the valuation and amortization of assets and liabilities associated with universal life and annuity
contracts; policyholder liabilities and accrual s; valuation of investmentsin debt and equity securities; limited partnerships and other investments;
valuation of deferred tax assets; pension and other post-employment benefits liabilities; and accruals for contingent liabilities. Certain of these
estimates are particularly sensitive to market conditions and/or volatility in the debt or equity markets could have a material impact on the
consolidated financial statements. Actual results could differ from these estimates.

Holding company liquidity

The Phoenix Companies, Inc. serves as the holding company for our insurance subsidiaries and does not have any significant operations of its
own. As of December 31, 2014 and 2013, liquidity (cash, short-term investments, available-for-sale debt securities and other near-cash assets)
totaled $78.3 million and $181.5 million, respectively. Of this amount, $10.8 million and $0, respectively, isincluded in the escrow described below.

In addition to existing cash and securities, the holding company’s primary source of liquidity consists of dividends from Phoenix Life. Under New
Y ork Insurance Law, Phoenix Lifeis permitted to pay stockholder dividends to the holding company in any calendar year without prior approval
from the New Y ork Department of Financial Services (the“NYDFS”) in the amount of the lesser of 10% of Phoenix Life's surplusto policyholders
as of theimmediately preceding calendar year or Phoenix Life's statutory net gain from operations for the immediately preceding calendar year, not
including realized capital gains. Based on this calculation, Phoenix Life would be able to pay adividend of $59.9 million in 2015. During the year
ended December 31, 2014, Phoenix Life declared $56.0 million in dividends.

Our principal needs at the holding company level are debt service, income taxes and certain operating expenses.

*  Wepay interest on senior unsecured bonds. Interest paid on senior unsecured bonds for the years ended December 31, 2014, 2013 and
2012 was $20.0 million, $20.0 million and $20.0 million, respectively. As of December 31, 2014, future minimum annual principal payments
on senior unsecured bonds are $252.7 million in 2032. See Note 9 to our consolidated financial statements under “ Item 8: Financial
Statements and Supplementary Data” in this Form 10-K for additional information.

*  Theholding company and its subsidiaries have atax sharing agreement. The subsidiaries compute their provision for federal income taxes
asif they werefiling a separate federal income tax return. There are quarterly settlements among the companies representing both the
subsidiaries estimated separate company tax liability for the current tax year. and any amount that such subsidiary overpaid to the
holding company for ataxable year. As part of the intercompany tax sharing agreement, the holding company is required to hold fundsin
escrow for the benefit of Phoenix Lifein the event Phoenix Life incurs future taxable losses. In accordance with its regulatory obligation,
in October 2014 the Company funded the escrow, with $78.9 million of assets including treasury stock, a surplus note issued by PHL
Variable and $10.8 million of cash from the holding company.
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

3. Basisof Presentation and Significant Accounting Policies (continued)

*  Theholding company pays operating expenses associated with its operation. It has also paid the majority of the expenses associated
with the Prior Phoenix Restatement. Holding company operating expenses for the years ended December 31, 2014, 2013 and 2012 were
$102.6 million, $70.7 million and $10.2 million. There are expense sharing arrangements in place among the holding company and its
operating subsidiaries. However, given unique circumstances regarding the restatement, management determined it was in the best
interest of the Company that the majority of these costs be borne by the holding company.

The holding company also provides capital support to its operating subsidiaries. Management targets a minimum risk based capital of 225% at
PHL Variable. The Phoenix Companies, Inc. made $15.0 million and $45.0 million of capital contributions for the benefit of PHL Variable Insurance
Company in 2014 and 2013, respectively and may need to again in the future.

The need for additional capital contributions to operating subsidiaries or an inability to reduce expenses at the holding company could constrain
the ability of the holding company to meet its debt obligations. Based on management’sreview of the holding company’sliquidity position, we
believe it can continue to meet itsliquidity obligationsin the holding company through 2015 and beyond.

Adoption of new accounting standards
Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a Smilar Tax Loss, or Tax Credit Carryforward Exists

In July 2013, the Financial Accounting Standards Board (the “FASB”) issued updated guidance regarding the presentation of unrecognized tax
benefits when net operating loss carryforwards, similar tax losses, or tax credit carryforwards exist. This new guidance was effective for interim or
annual reporting periods beginning after December 15, 2013. This new guidance did not have amaterial impact on the Company’s consolidated
financial position, results of operations and financial statement disclosures.

Investment Companies. Amendments to the Scope, Measurement and Disclosure Requirements

In June 2013, the FASB issued updated guidance clarifying the characteristics of an investment company and requiring new disclosures. This new
guidance was effective for interim or annual reporting periods beginning after December 15, 2013. Under the guidance, all entities regul ated under
the Investment Company Act of 1940 automatically qualify asinvestment companies, while all other entities need to consider both the fundamental
and typical characteristics of an investment company in determining whether they qualify asinvestment companies. This new guidance did not
have amaterial impact on the Company’s consolidated financial position, results of operations and financial statement disclosures.

Obligations Resulting for Joint and Several Liability Agreements for Which the Total Amount of the Obligation is Fixed at the Reporting Date

In February 2013, the FASB issued new guidance regarding liabilities effective retrospectively for fiscal years beginning after December 15, 2013
and interim periods within those years. The amendments require an entity to measure obligations resulting from joint and several liability
arrangements for which the total amount of the obligation within the scope of the guidanceisfixed at the reporting date, as the sum of the amount
the reporting entity agreed to pay on the basis of its arrangement among its co-obligors and any additional amount the reporting entity expectsto
pay on behalf of its co-obligors. In addition, the amendments require an entity to disclose the nature and amount of the obligation, aswell as other
information about the obligation. This new guidance did not have amaterial impact on the Company’s consolidated financial position, results of
operations and financial statement disclosures.
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THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)
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Accounting standar ds not yet adopted
Amendments to Consolidation Guidance

In February 2015, the FASB issued updated consolidation guidance. The amendments revise existing guidance for when to consolidate variable
interest entities (“VIES") and general partners’ investmentsin limited partnerships, end the deferral granted for applying the VIE guidance to
certain investment companies, and reduce the number of circumstances where adecision maker’'s or service provider’s fee arrangement is deemed
to beavariable interest in an entity. The updates al so modify consolidation guidance for determining whether limited partnerships are VIEs or
voting interest entities. This guidanceis effective for years beginning after December 31, 2015, and may be applied fully retrospectively or through
acumulative effect adjustment to retain earnings as of the beginning of the year of adoption. The Company is currently assessing the impact of
the guidance on its consolidated financial position, results of operations and financial statement disclosures.

Income Statement - Extraordinary and Unusual Items

In January 2015, the FASB issued new guidance regarding extraordinary items which eliminates the U.S. GAAP concept of an extraordinary item.
Asaresult, an entity will no longer (1) segregate an extraordinary item from the results of ordinary operations; (2) separately present an
extraordinary item on itsincome statement, net of tax, after income from continuing operations; and (3) disclose income taxes and earnings-per-
share data applicable to an extraordinary item. However, the ASU does not affect the reporting and disclosure requirements for an event that is
unusual in nature or that occursinfrequently. The ASU is effective for annual periods beginning after December 15, 2015, and interim periods
within those annual periods. Early adoption is permitted if the guidanceis applied as of the beginning of the annual period of adoption. The
Company is currently assessing the impact of the guidance on its consolidated financial position, results of operations and financial statement
disclosures.

Presentation of Financial Statements - Going Concern

In August 2014, the FASB issued guidance on determining when and how to disclose going-concern uncertaintiesin the financial statements. The
new standard requires management to perform interim and annual assessments of an entity’s ability to continue as a going concern within one
year of the date the financial statements are issued. An entity must provide certain disclosuresif conditions or events rai se substantial doubt
about the entity’s ability to continue as a going concern. The new guidance appliesto al entities and is effective for annual periods ending after
December 15, 2016, and interim periods thereafter, with early adoption permitted. The Company is currently assessing the impact of the guidance
onits consolidated financial position, results of operations and financial statement disclosures.

Consolidation - Measuring the Financial Assets and the Financial Liabilities of a Consolidated Collateralized Financing Entity

In August 2014, the FASB issued guidance allowing (i.e., not requiring) areporting entity to measure the financial assets and financial liabilities of
aconsolidated collateralized financing entity, within the scope of the new guidance, based on either the fair value of the financial assets or
financial liabilities, whichever is more observable (referred to as a“ measurement alternative”). The new guidance will be effective for fiscal years,
and interim periods within those fiscal years, beginning after December 15, 2015 for public business entities. Early adoption will be permitted. The
Company is currently assessing the impact of the guidance on its consolidated financial position, results of operations and financial statement
disclosures.

Revenue from Contracts with Customers

In May 2014, the FASB issued updated guidance on accounting for revenue recognition. The guidance is based on the core principle that revenue
isrecognized to depict the transfer of goods or services to customersin an amount that reflects the consideration to which the entity expectsto be
entitled in exchange for those goods and services. The guidance also requires additional disclosures about the nature, amount, timing and
uncertainty of revenue and cash flows arising from customer contracts, including significant judgments and changesin judgments and assets
recognized from cost incurred to obtain or fulfill a contract. Revenue recognition for insurance contractsis explicitly scoped out of the guidance.
The new guidance is effective for annual periods and interim periods within those annual periods, beginning after December 15, 2016, and must be
applied using one of two retrospective application methods. Early adoption is not permitted. The Company is currently assessing the impact of the
guidance on its consolidated financial position, results of operations and financial statement disclosures.
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Reporting Discontinued Operations and Disclosures of Disposals of Components of an Entity

In April 2014, the FASB issued updated guidance that changes the criteriafor reporting discontinued operations and introduces new disclosures.
The new guidanceis effective prospectively to new disposals and new classifications of disposal groups as held for sale that occur within annual
periods beginning on or after December 15, 2014 and interim periods within those annual periods. Early adoption is permitted for new disposals or
new classifications as held for sale that have not been reported in financial statements previously issued. The Company will apply the guidance to
new disposals and operations newly classified as held for sale, beginning first quarter of 2015, with no effect on existing reported discontinued
operations. This guidanceis not expected to have a significant effect on the Company’s consolidated financial position, results of operations and
financial statement disclosures.

Accounting for Troubled Debt Restructurings by Creditors

In January 2014, the FASB issued updated guidance for troubled debt restructurings clarifying when an in substance repossession or foreclosure
occurs, and when a creditor is considered to have received physical possession of residential real estate property collateralizing a consumer
mortgage |oan. The new guidanceis effective for annual periods and interim periods within those annual periods, beginning after December 15,
2014. This guidance can be elected for prospective adoption or by using a modified retrospective transition method. This guidanceis not expected
to have asignificant effect on the Company’s consolidated financial position, results of operations and financial statement disclosures.

Accounting for Investments in Qualified Affordable Housing Projects

In January 2014, the FASB issued updated guidance regarding investments in flow-through limited liability entities that manage or invest in
affordable housing projects that qualify for the low-income housing tax credit. Under the guidance, an entity is permitted to make an accounting
policy election to amortize theinitial cost of itsinvestment in proportion to the tax credits and other tax benefits received and recognize the net
investment performance in the statement of operations as acomponent of income tax expense (benefit) if certain conditions are met. The new
guidanceis effective for annual periods and interim reporting periods within those annual periods, beginning after December 15, 2014, and should
be applied retrospectively to all periods presented. This guidanceis not expected to have a significant effect on the Company’s consolidated
financial position, results of operations and financial statement disclosures.

Significant accounting policies
Investments

Debt and Equity Securities

Our debt securities classified as avail able-for-sale include bonds, structured securities and redeemabl e preferred stock. These investments, along
with certain equity securities, which include common and non-redeemable preferred stocks, are reported on our consolidated balance sheets at fair
value. Fair value is based on quoted market price, where available. When quoted market prices are not avail able, we estimate fair value by
discounting debt security cash flowsto reflect interest rates currently being offered on similar termsto borrowers of similar credit quality (private
placement debt securities), by quoted market prices of comparable instruments (untraded public debt securities) and by independent pricing
sources or internally devel oped pricing models. We recognize unrealized gains and losses on investmentsin debt and equity securitiesthat we
classify as available-for-sale. We report these unrealized investment gains and | osses as a component of OCI. Realized investment gains and
losses are recognized on afirst in first out basis.
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Limited Partnerships and Other |nvestments

Limited partnerships, infrastructure funds, hedge funds and joint venture interests in which we do not have voting control or power to direct
activities are recorded using the equity method of accounting. These investments include private equity, mezzanine funds, infrastructure funds,
hedge funds of funds and direct equity investments. The equity method of accounting requires that the investment be initially recorded at cost
and the carrying amount of the investment subsequently adjusted to recognize our share of the earnings or losses. We record our equity in the
earningsin net investment income using the most recent financial information received from the partnerships. Recognition of net investment
income is generally on athree-month delay due to the timing of the related financial statements. The contributions to and distributions from limited
partnerships are classified as investing activities within the statement of cash flows.

The Company routinely evaluates these investments for impairments. For equity method investees, the Company considers financial and other
information provided by the investee, other known information and inherent risksin the underlying investments, as well as future capital
commitments, in determining whether an impairment has occurred. The Company considersits cost method investments for other-than-temporary
impairments (“OTTI") when the carrying value of such investments exceeds the net asset value (“NAV”). The Company takes into consideration
the severity and duration of this excess when determining whether the cost method investment is other-than-temporarily impaired. When an OTTI
has occurred, the impairment lossis recorded within net investment gains (losses).

Other investments also include leveraged lease investments which represent the net amount of the estimated residual value of the |ease assets,
rental receivables and unearned and deferred income to be allocated over the lease term. It further includes investmentsin life settlement contracts
accounted for under the investment method under which the Company recognizesitsinitial investment in life settlement contracts at the
transaction price plus all initial direct external costs. Continuing costs to keep the policy in force comprising mainly life insurance premiums,
increase the carrying value of the investment while income on individual life settlement contracts are recognized when the insured dies, at an
amount equal to the excess of the contract proceeds over the carrying amount of the contract at that time. Contracts are reviewed annually for
indications that the expected future proceeds from the contract would not be sufficient to recover estimated future carrying amount of the contract
(current carrying amount for the contract plus anticipated undiscounted future premiums and other capitalizable future costs.) Any such contracts
identified are written down to estimated fair value.

Loans are occasionally restructured in atroubled debt restructuring. These restructurings generally include one or more of the following: full or
partial payoffs outside of the original contract terms; changesto interest rates; extensions of maturity; or additions or modifications to covenants.
When restructurings occur, they are evaluated individually to determine whether the restructuring or modification constitutes a“troubled debt
restructuring” as defined by authoritative accounting guidance. In atroubled debt restructuring where the Company receives assetsin full or
partial satisfaction of the debt, any specific valuation allowanceisreversed and adirect write down of the loan is recorded for the amount of the
allowance and any additional loss, net of recoveries, or any gain isrecorded for the difference between the fair value of the assets received and the
recorded investment in the loan. Any remaining loan is evaluated prospectively for impairment based on the credit review process noted above.
When aloan isrestructured in atroubled debt restructuring, the impairment of the loan is remeasured using the modified terms and the loan’s
original effective yield and the allowance for lossis adjusted accordingly. Subsequent to the modification, income is recognized prospectively
based on the modified terms of the loans in accordance with the income recognition policy noted above.

The consolidated financial statementsinclude investmentsin limited partnerships, certain of which qualify as VIEs. We consolidate those limited
partnerships which were determined to be VIEs when we are the primary beneficiary.

See Note 8 to these consolidated financial statements for additional information regarding VIEs.

Palicy Loans

Policy loans are carried at their unpaid principal balances and are collateralized by the cash values of the related policies. The majority of policy
loans are at variable interest rates that are reset annually on the policy anniversary.
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Fair Value Instruments

Debt securities held at fair value include securities held for which changesin fair values are recorded in earnings. The securities held at fair value
are designated as trading securities, aswell as those debt securities for which we have elected the fair value option (*FVO”) and certain available-
for-sale structured securities held at fair value. The changesin fair value and any interest income of these securities are reflected in earnings as
part of “net investment income.” See Note 13 to these consolidated financial statements for additional disclosuresrelated to these securities.

Derivative Instruments

We recognize derivative instruments on the consolidated balance sheets at fair value. The derivative contracts are reported as assets in derivative
instruments or liabilitiesin other liabilities on the consolidated balance sheets, excluding embedded derivatives. Embedded derivatives, as
discussed below, are recorded on the consolidated bal ance sheets bifurcated from the associated host contract.

The Company economically hedges variability of cash flowsto be received or paid related to certain recognized assets and/or liabilities. All
changesin the fair value of derivatives, including net receipts and payments, are included in net realized investment gains and losses without
consideration of changesin the fair value of the economically associated assets or liahilities. We do not designate the purchased derivatives
related to living benefits or index credits as hedges for accounting purposes.

Our derivatives are not designated as hedges for accounting purposes. All changesin the fair value, including net receipts and payments, are
included in net realized investment gains and losses without consideration of changesin the fair value of the economically associated assets or
liahilities.

Short-Term [ nvestments

Short-term investments include securities with amaturity of one year or less but greater than three months at a time of purchase and are stated at
estimated fair value or amortized cost, which approximates estimated fair value.

Net I nvestment Income

For asset-backed and fixed maturity debt securities, we recognize interest income using a constant effective yield based on estimated cash flow
timing and economic lives of the securities. For high credit quality asset-backed securities, effective yields are recal culated based on actual
payments received and updated prepayment expectations, and the amortized cost is adjusted to the amount that would have existed had the new
effective yield been applied since acquisition with a corresponding charge or credit to net investment income. For asset-backed securitiesthat are
not high credit quality, effective yields are recal cul ated and adjusted prospectively based on changes in expected undiscounted future cash flows.
For certain credit impaired asset-backed securities, effective yields are recal culated and adjusted prospectively to reflect significant increasesin
undiscounted expected future cash flows and changes in the contractual benchmark interest rate on variable rate securities. Any prepayment fees
on fixed maturities and mortgage | oans are recorded when earned in net investment income. We record the net income from investmentsin
partnerships and joint ventures in net investment income.

Other-Than-Temporary Impairments on Available-For-Sale Securities

We recognize realized investment losses when declinesin fair value of debt and eguity securities are considered to bean OTTI.

For debt securities, the other-than-temporarily impaired amount is separated into the amount related to acredit loss and is reported as net realized
investment losses included in earnings and any amounts related to other factors are recognized in OCI. The credit |oss component represents the
difference between the amortized cost of the security and the net present value of its projected future cash flows discounted at the effective
interest rate implicit in the debt security prior to impairment. Any remaining difference between the fair value and amortized cost isrecognized in
AOCI. Subsequent to the recognition of an OTTI, the impaired security is accounted for asif it had been purchased on the date of impairment at an
amortized cost basis equal to the previous amortized cost basis lessthe OTTI recognized in earnings. We will continue to estimate the present
value of future expected cash flows and, if significantly greater than the new cost basis, we will accrete the difference asinvestment income on a
prospective basis once the Company has determined that the interest income islikely to be collected.

F-28



Table of Contents

THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

3. Basisof Presentation and Significant Accounting Policies (continued)

In evaluating whether a decline in value is other-than-temporary, we consider severa factorsincluding, but not limited to, the following:

* theextent and the duration of the decline;

+ thereasonsfor the declinein value (credit event, interest related or market fluctuations);

* ourintent to sell the security, or whether it is more likely than not that we will be required to sell it before recovery; and
+ thefinancial condition and near term prospects of the issuer.

Animpairment of adebt security, or certain equity securities with debt-like characteristics, is deemed other-than-temporary if:

+ weeither intend to sell the security, or it is more likely than not that we will be required to sell the security before recovery; or
* itisprobablewewill be unableto collect cash flows sufficient to recover the amortized cost basis of the security.

An equity security impairment is deemed other-than-temporary if:

+ thesecurity hastraded at a significant discount to cost for an extended period of time; or
*  wedetermined we may not realize the full recovery on our investment.

Equity securities are determined to be other-than-temporarily impaired based on management judgment and the consideration of the issuer's
financial condition along with other relevant facts and circumstances. Those securities which have been in a continuous decline for over twelve
months and declinesin value that are severe and rapid are considered for reasonability of whether the impairment would be temporary. Although
there may be sustained losses for over twelve months or losses that are severe and rapid, additional information related to the issuer performance
may indicate that such losses are not other-than-temporary.

Impairments due to deterioration in credit that result in a conclusion that the present value of cash flows expected to be collected will not be
sufficient to recover the amortized cost basis of the security are considered other-than-temporary. Other declinesin fair value (for example, dueto
interest rate changes, sector credit rating changes or company-specific rating changes) that result in a conclusion that the present value of cash
flows expected to be collected will not be sufficient to recover the amortized cost basis of the security may also result in aconclusion that an OTTI
has occurred.

On aquarterly basis, we evaluate securitiesin an unrealized | oss position for potential recognition of an OTTI. In addition, we maintain awatch list
of securitiesin default, near default or otherwise considered by our investment professional s as being distressed, potentially distressed or
requiring a heightened level of scrutiny. We also identify securities whose fair value has been below amortized cost on a continuous basis for zero
to six months, six months to 12 months and greater than 12 months.

We employ a comprehensive process to determine whether or not a security in an unrealized loss position is other-than-temporarily impaired. This
assessment is done on a security-by-security basis and involves significant management judgment. The assessment of whether impairments have
occurred is based on management’s evaluation of the underlying reasons for the decline in estimated fair value. The Company’sreview of itsfixed
maturity and equity securities for impairmentsincludes an analysis of the total gross unrealized losses by severity and/or age of the gross
unrealized loss. An extended and severe decline in value on afixed maturity security may not have any impact on the ability of the issuer to service
all scheduled interest and principal payments and the Company’s evaluation of recoverability of all contractual cash flows or the ability to recover
an amount at least equal to its amortized cost based on the present value of the expected future cash flows to be collected. In contrast, for certain
equity securities, greater weight and consideration are given by the Company to an extended decline in market value and the likelihood such
market value decline will recover.

Specifically for structured securities, to determine whether a collateralized security isimpaired, we obtain underlying data from the security’s

trustee and analyze it for performance trends. A security-specific stress analysisis performed using the most recent trustee information. This
analysis forms the basis for our determination of the future expected cash flows to be collected for the security.
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The closed block policyholder dividend obligation, applicable DAC and applicable income taxes, which offset realized investment gains and losses
and OTTls, are each reported separately as components of net income.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, amounts due from banks, money market instruments and other debt instruments with original
maturities of three months or less. Negative cash balances are reclassified to other liabilities.

Deferred Policy Acquisition Costs

We defer incremental direct costs related to the successful sale of new or renewal contracts. Incremental direct costs are those costs that result
directly from and are essential to the sale of a contract. These costs include principally commissions, underwriting and policy issue expenses, all of
which vary with and are primarily related to production of new business.

We amortize DAC based on the related policy’s classification. For individual participating life insurance policies, DAC isamortized in proportion to
EGMs arising principally from investment results, mortality, dividends to policyholders and expense margins. For universal life, variable universal
life and deferred annuities, DAC is amortized in proportion to EGPs as discussed more fully below. EGPs are al so used to amorti ze other assets and
liabilitiesin the Company’s consolidated balance sheets, such as sales inducement assets (“ SIA”) and unearned revenue reserves (“URR").
Components of EGPs are used to determine reserves for universal life and fixed, indexed and variable annuity contracts with death and other
insurance benefits such as guaranteed minimum death and guaranteed minimum income benefits. Both EGMs and EGPs are based on historical and
anticipated future experience which is updated periodically.

In addition, DAC is adjusted through OCI each period as aresult of unrealized gains or losses on securities classified as available-for-salein a
process commonly referred to as shadow accounting. This adjustment isrequired in order to reflect the impact of these unrealized amounts asiif
these unrealized amounts had been realized.

The projection of EGPs and EGM s requires the extensive use of actuarial assumptions, estimates and judgments about the future. Future EGPs and
EGMs are generally projected for the estimated lives of the contracts. Assumptions are set separately for each product and are reviewed at |east
annually based on our current best estimates of future events. The following table summarizes the most significant assumptions used in the
categories set forth below:

Significant Assumption Product Explanation and Derivation

Separate account investment return Variable Annuities Separate account return assumptions are derived from the long-
(7.9% long-term return assumption) term returns observed in the asset classes in which the separate
Variable Universal Life accounts are invested. Short-term deviations from the long-term
(8.0% long-term return assumption) expectations are expected to revert to the long-term assumption

over fiveyears.

Interest rates and default rates Fixed and Indexed Annuities Investment returns are based on the current yields and
Universal Life maturities of our fixed income portfolio combined with expected
Participating Life reinvestment rates given current market interest rates.

Reinvestment rates are assumed to revert to long-term rates
implied by the forward yield curve and long-term default rates.
Contractually permitted future changes in credited rates are
assumed to help support investment margins.

Mortality / longevity Universal Life Mortality assumptions are based on Company experience over
Variable Universal Life aralling five-year period plus supplemental data from industry
Fixed and Indexed Annuities sources and trends. A mortality improvement assumption is
Participating Life also incorporated into the overall mortality table. These

assumptions can vary by issue age, gender, underwriting class
and policy duration.
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Product

Explanation and Derivation

Policyholder behavior — policy persistency

Policyholder behavior — premium persistency

Expenses

Reinsurance costs/ recoveries

Universal Life

Variable Universd Life
Variable Annuities

Fixed and Indexed Annuities
Participating Life

Universal Life
Variable Universd Life

All products

Universal Life
Variable Universd Life
Variable Annuities
Participating Life

Policy persistency assumptions vary by product and policy
year and are updated based on recently observed experience.
Policyholders are generally assumed to behave rationally; hence
rates are typically lower when surrender penalties are in effect
or when policy benefits are more valuable.

Future premiums and related fees are projected based on
contractual terms, product illustrations at the time of sale and
expected policy lapses without value. Assumptions are updated
based on recently observed experience and include anticipated
changes in behavior based on changes in policy chargesif the
Company has a high degree of confidence that such changes will
be implemented (e.g., change in cost of insurance (“ COI™)
charges).

Projected maintenance expenses to administer policiesin force
are based on annually updated studies of expenses incurred.

Projected reinsurance costs are based on treaty terms currently
in force. Recoveries are based on the Company’ s assumed
mortality and treaty terms. Treaty recaptures are based on
contract provisions and management’s intentions.

Annually, we compl ete a comprehensive assumption review where management makes a determination of best estimate assumptions based on a
comprehensive review of recent experience and industry trends. Assumption changes resulting from this review may change our estimates of EGPs
inthe DAC, SIA, and URR models, as well as projections within the death benefit and other insurance benefit reserving models, the profits
followed by losses reserve models, and cost of reinsurance models. Throughout the year, we may also update the assumptions and adjust these
balancesif emerging dataindicates a change is warranted. All assumption changes, whether resulting from the annual comprehensive review or
from other periodic assessments, are considered an unlock in the period of revision and adjust the DAC, SIA, URR, death and other insurance
benefit reserves, profits followed by losses reserve, and cost of reinsurance balances in the consolidated balance sheets with an offsetting benefit
or charge to income to reflect such changesin the period of the revision. An unlock that resultsin an after-tax benefit generally occurs as aresult
of actual experience or future expectations of product profitability being more favorable than previous estimates. An unlock that resultsin an after-
tax charge generally occurs asaresult of actual experience or future expectations of product profitability being less favorable than previous
estimates.

Our process to assess the reasonabl eness of the EGPs uses internally devel oped models together with consideration of applicable recent
experience and analysis of market and industry trends and other events. Actual gross profits that vary from management’s estimatesin agiven
reporting period may also result in increases or decreases in the rate of amortization recorded in the period.

An analysisis performed annually to assess if there are sufficient gross profits to recover the DA C associated with business written during the
year. If the estimates of gross profits cannot support the recovery of DAC, the amount deferred is reduced to the recoverable amount.

The Company has updated a number of assumptions that have resulted in changes to expected future gross profits. The most significant
assumption updates made over the last several years resulting in a change to future gross profits and the amortization of DAC, SIA and URR, as
well as changesin PFBL and guaranteed benefit liabilities, are related to long-term expected mortality improvement; changesin expected premium
persistency; changes in expected separate account investment returns due to changesin equity markets; changes in expected future interest rates
and default rates based on continued experience and expected interest rate changes; changesin lapses and other policyholder behavior
assumptions that are updated to reflect more recent policyholder and industry experience; and changes in expected policy administration
expenses.
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Sales inducements

The Company currently offers bonus payments to contract owners on certain of itsindividual life and annuity products. Expensesincurred related
to bonus payments are deferred and amortized over the life of the related contractsin a pattern consistent with the amortization of DAC. The
Company unlocks the assumptions used in the amortization of the deferred salesinducement assets consistent with the unlock of assumptions
used in determining EGPs. Deferred sales inducements are included in other assets on the consolidated balance sheets and amortization of
deferred salesinducementsisincluded in other operating expense on the consolidated statements of income and comprehensive income.

Premises and equipment

Premises and equipment, consisting primarily of our main office building, are stated at cost |ess accumul ated depreciation and amortization and are
included in other assets. We depreciate the building on the straight-line method over 39 years and equipment on the straight-line method over
three to seven years. We amortize leasehold improvements over the terms of the related leases or the useful life of the improvement, whichever is
shorter.

Separate account assets and liabilities

Separate account assets related to policyholder funds are carried at fair value with an equivalent amount recorded as separate account liabilities.
Deposits, net investment income and realized investment gains and losses for these accounts are excluded from revenues and the related liability
increases are excluded from benefits and expenses. Fees assessed to the contract owners for management services areincluded in revenues when
services are rendered.

Policy liabilities and accruals

Policy liabilities and accruals include future benefit liabilities for certain life and annuity products. We establish liabilities in amounts adequate to
meet the estimated future obligations of policiesin force. Future benefit liabilities for traditional life insurance are computed using the net level
premium method on the basis of actuarial assumptions asto mortality rates guaranteed in calculating the cash surrender val ues described in such
contracts, contractual guaranteed rates of interest which range from 2.3% to 6.0% and morbidity. Participating insurance represented 20.7% and
20.7% of direct individual lifeinsurancein force at December 31, 2014 and 2013, respectively.

Generally, future policy benefits are payable over an extended period of time and related liabilities are cal culated recognizing future expected
benefits, expenses and premiums. Such liabilities are established based on methods and underlying assumptionsin accordance with U.S. GAAP
and applicable actuarial standards. Principal assumptions used in the establishment of liabilities for future policy benefits are mortality, morbidity,
policyholder behavior, investment returns, inflation, expenses and other contingent events as appropriate. These assumptions are intended to
estimate the experience for the period the policy benefits are payable. Utilizing these assumptions, liabilities are established on a cohort basis, as
appropriate. If experience isless favorable than assumed, additional liabilities may be established, resulting in acharge to policyholder benefits
and claims.

Additional policyholder liabilities for guaranteed benefits on variable annuity and on fixed index annuity contracts are based on estimates of the
expected value of benefitsin excess of the projected account balance, recognizing the excess over the accumul ation period based on total expected
assessments. Because these estimates are sensitive to capital market movements, amounts are cal culated using multiple future economic scenarios.

Additional policyholder liabilities are established for certain contract features on universal life and variable universal life products that could
generate significant reductions to future gross profits (e.g., death benefits when a contract has zero account value and a no-lapse guarantee). The
liabilities are accrued over the lifetime of the block based on assessments. The assumptions used in estimating these liabilities are consistent with
those used for amortizing DAC and are, thus, subject to the same variability and risk. The assumptions of investment performance and volatility
for variable and equity index products are consistent with historical experience of the appropriate underlying equity indices.

We expect that our universal life block of businesswill generate profits followed by losses and therefore we establish an additional liability to

accrue for the expected losses over the period of expected profits. The assumptions used in estimating these liabilities are consistent with those
used for amortizing DAC and are subject to the same variability and risk and the results are very sensitive to interest rates.
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Theliability for universal life-type contracts primarily includes the balance that accrues to the benefit of the policyholders as of the financial
statement date, including interest credited at rates which range from 3.0% to 4.5%, amounts that have been assessed to compensate us for services
to be performed over future periods, accumulated account deposits, withdrawal s and any amounts previously assessed against the policyholder
that are refundable. There may also be aliability recorded for contracts that include additional death or other insurance benefit features as
discussed above.

The Company periodically reviewsits estimates of actuarial liabilities for policyholder benefits and compares them with its actual experience.
Differences between actual experience and the assumptions used in pricing these policies and guarantees, as well asin the establishment of the
related liabilities, result in variances in profit and could result in losses.

Policy liabilities and accruals also include liabilities for outstanding claims, losses and | oss adjustment expenses based on individual case
estimates for reported losses and estimates of unreported |osses based on past experience. The Company does not establish claim liabilitiesuntil a
loss has occurred. However, unreported losses and | oss adjustment expenses includes estimates of claims that the Company believes have been
incurred but have not yet been reported as of the balance sheet date.

Embedded derivatives

Certain contracts contain guarantees that are accounted for as embedded derivative instruments. These guarantees are assessed to determineif a
separate instrument with the same terms would qualify as a derivative and if they are not clearly and closely related to the economic characteristics
of the host contract. Contract guarantees that meet these criteria are reported separately from the host contract and reported at fair value.

The guaranteed minimum withdrawal benefit (“GMWB"), guaranteed minimum accumulation benefit (“GMAB”) and combination rider (“COMBQO”")
represent embedded derivative liabilitiesin the variable annuity contracts. These liabilities are accounted for at fair value within policyholder
deposit funds on the consolidated bal ance sheets with changes in the fair value of embedded derivatives recorded in realized investment gains on
the consolidated statements of income and comprehensive income. The fair value of the GMWB, GMAB and COMBO obligation is calculated
based on actuarial and capital market assumptions related to the projected cash flows, including benefits and related contract charges, over the
lives of the contracts, incorporating expectations concerning policyholder behavior. As markets change, contracts mature and actual policyholder
behavior emerges, these assumptions are continually evaluated and may from time to time be adjusted.

Fixed indexed annuities offer avariety of index options: policy credits that are cal culated based on the performance of an outside equity market or
other index over a specified term. The index options represent embedded derivative liabilities accounted for at fair value within policyholder
deposit funds on the consolidated balance sheets with changesin fair value recorded in realized investment gains and | osses in the consolidated
statements of income and comprehensive income. The fair value of these index optionsis based on the impact of projected interest rates and
equity markets and is discounted using the projected interest rate. Several additional inputs reflect our internally devel oped assumptions related to
lapse rates and policyholder behavior.

See Note 11 to these consolidated financial statements for additional information regarding embedded derivatives.

Policyholder deposit funds

Amounts received as payment for certain deferred annuities and other contracts without life contingencies are reported as deposits to
policyholder deposit funds. The liability for deferred annuities and other contracts without life contingenciesis equal to the balance that accrues
to the benefit of the contract owner as of the financial statement date which includes the accumulation of deposits plusinterest credited, less
withdrawal s and amounts assessed through the financial statement date as well as accumulated policyholder dividends and the liability
representing the fair value of embedded derivatives associated with those contracts.

Contingent liabilities

Management eval uates each contingent matter separately and in aggregate. Amounts related to contingent liabilities are accrued if it is probable
that aliability has been incurred and an amount is reasonably estimable.
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3. Basisof Presentation and Significant Accounting Policies (continued)

Demutualization and closed block

The closed block assets, including future assets from cash flows generated by the assets and premiums and other revenues from the policiesin the
closed block, will benefit only holders of the policiesin the closed block. The principal cash flow itemsthat affect the amount of closed block
assets and liabilities are premiums, net investment income, investment purchases and sales, policyholder benefits, policyholder dividends,
premium taxes and income taxes. The principal income and expense items excluded from the closed block are management and maintenance
expenses, commissions, investment income and realized investment gains and |osses on investments held outside the closed block that support
the closed block business. All of these excluded income and expense items enter into the determination of EGMs of closed block policiesfor the
purpose of amortization of DAC.

Inour financial statements, we present closed block assets, liabilities, revenues and expenses together with all other assets, liabilities, revenues
and expenses. Within closed block liabilities, we have established a policyholder dividend obligation to record an additional liability to closed
block policyholders for cumulative closed block earningsin excess of expected amounts calculated at the date of demutualization. These closed
block earnings will not inure to shareholders, but will result in additional future dividendsto closed block policyholders unless otherwise offset by
future performance of the closed block that isless favorable than expected.

Revenue recognition

We recognize premiums for participating life insurance products and other life insurance products as revenue when due from policyholders. We
match benefits, osses and rel ated expenses with premiums over the related contract periods.

Amounts received as payment for universal life, variable universal life and other investment-type contracts are considered deposits and are not
included in premiums. Revenues from these products consist primarily of fees assessed during the period against the policyholders’ account
balances for mortality charges, policy administration charges and surrender charges. Fees assessed that represent compensation for servicesto be
provided in the future are deferred and amortized into revenue over the life of the related contractsin proportion to EGPs.

Certain variable annuity contracts and fixed index annuity contract riders provide the holder a guarantee that the benefit received upon death or
annuitization will be no less than a minimum prescribed amount. The fee for these ridersis recorded in fee income. These benefits are accounted for
asinsurance benefits. Certain variable annuity contracts features and fixed index annuity index options are considered embedded derivatives. See
Note 11 to these consolidated financial statements for additional information.

Reinsurance

Premiums, policy benefits and operating expenses related to our traditional life and term insurance policies are stated net of reinsurance ceded to
other companies, except for amounts associated with certain modified coinsurance contracts which are reflected in the Company’ s financia
statements based on the application of the deposit method of accounting. Estimated reinsurance recoverables and the net estimated cost of
reinsurance are recognized over the life of the reinsured treaty using assumptions consistent with those used to account for the policies subject to
the reinsurance.

For universal life and variable universal life contracts, reinsurance premiums and ceded benefits are reflected net within policy benefits.
Reinsurance recoverables are recognized in the same period as the related reinsured claim. The net cost or benefit of reinsurance (the present value
of all expected ceded premium payments and expected future benefit payments) is recognized over the life of the reinsured treaty using
assumptions consistent with those used to account for the policies subject to the reinsurance.

Income taxes
Income tax expense or benefit is recognized based upon amounts reported in the financial statements and the provisions of currently enacted tax
laws. Deferred tax assets and/or liabilities are determined by multiplying the differences between the financial reporting and tax reporting bases for

assets and liabilities by the enacted tax rates expected to be in effect when such differences are recovered or settled. Valuation allowances on
deferred tax assets are recorded to the extent that management concludes that it is more likely than not that an asset will not be realized.
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3. Basisof Presentation and Significant Accounting Policies (continued)

We recognize current income tax assets and liabilities for estimated income taxes refundable or payable based on the income tax returns. We
recognize deferred income tax assets and liabilities for the estimated future income tax effects of temporary differences and carryovers. Temporary
differences are the differences between the financial statement carrying amounts of assets and liabilities and their tax bases, aswell as the timing of
income or expense recognized for financial reporting and tax purposes of items not related to assets or liabilities. If necessary, we establish
valuation allowances to reduce the carrying amount of deferred income tax assets to amounts that are more likely than not to be realized. We
periodically review the adequacy of these valuation allowances and record any increase or reduction in allowances in accordance with intraperiod
allocation rules. We assess all significant tax positionsto determine if aliability for an uncertain tax position is necessary and, if so, theimpact on
the current or deferred income tax balances. Also, if indicated, we recognize interest or penaltiesrelated to income taxes as a component of the
income tax provision.

Pension and other post-employment benefits

We recognize pension and other post-employment benefit costs and obligations over the employees’ expected service periods by discounting an
estimate of aggregate benefits. We estimate aggregate benefits by using assumptions for rates of return on pension plan assets and future health
care costs. We recognize an expense for differences between actual experience and estimates exceeding a corridor over the average future lifetime
of participants. We recognize an expense for our contributions to employee and agent savings plans at the time employees and agents make
contributions to the plans. We al so recognize the costs and obligations of severance, disability and related life insurance and health care benefits
to be paid to inactive or former employees after employment but before retirement.

Audit fees and other professional fees

Professional fees associated with the restatement of our prior period financial statements are recognized and expensed asincurred. The fees
associated with the restatement of the 2012 Form 10-K totaled $44.0 million and $62.9 million in 2014 and 2013, respectively.

4. Reinsurance
We use reinsurance agreements to limit potential 1osses, reduce exposure to larger risks and provide capital relief with regard to certain reserves.

The amount of risk ceded depends on our evaluation of the specific risk and applicable retention limits. For business sold prior to December 31,
2010, our retention limit on any onelife is $10 million for single life and joint first-to-die policies and $12 million for joint last-to-die policies.
Beginning January 1, 2011, our retention limit on new businessis $5 million for single life and joint first-to-die policies and $6 million for second-to-
die policies. We al so assume reinsurance from other insurers.

Our reinsurance program cedes various types of risksto other reinsurers primarily under yearly renewable term and coinsurance agreements.

Y early renewable term and coinsurance agreements result in passing all or a portion of the risk to the reinsurer. Under coinsurance agreements on
our traditional and term insurance policies, the reinsurer receives a proportionate amount of the premiums less an allowance for commissions and

expenses and isliable for a corresponding proportionate amount of all benefit payments. Under our yearly renewabl e term agreements, the ceded

premium represents a charge for the death benefit coverage.

Effective October 1, 2009, PHL Variable and Phoenix Life and Annuity Company coinsured all the benefit risks, net of existing reinsurance, on their
term insurance businessin force.

Trust agreements and irrevocabl e letters of credit aggregating $45.8 million at December 31, 2014 have been arranged with commercial banksin our
favor to collateralize the ceded reserves. Thisincludes $2.8 million of irrevocable letters of credit related to our discontinued group accident and
health reinsurance operations.

We assume and cede business related to our discontinued group accident and health reinsurance operations. While we are not writing any new

contracts, we are contractually obligated to continue to assume and cede premiums related to existing contracts. See Note 23 to these consolidated
financia statements for additional information.
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4. Reinsurance (continued)
Reinsurance recoverabl e includes balances due from reinsurers for paid and unpaid losses and is presented net of an allowance for uncollectable

reinsurance. The reinsurance recoverable balance is $559.1 million and $598.1 million as of December 31, 2014 and 2013, respectively. Other
reinsurance activity is shown below.

Direct Business and Reinsurance in Continuing Operations: For the years ended December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised
Direct premiums $ 4732  $ 5018 $ 565.3
Premiums assumed 9.7 118 118
Premiums ceded [1] (150.8) (162.0) (174.8)
Premiums $ 3321 % 3516 $ 402.3
Percentage of amount assumed to net premiums 2.9% 3.4% 2.9%
Direct policy benefitsincurred $ 7853 §$ 8191 $ 812.9
Policy benefits assumed 425 22.7 68.7
Policy benefits ceded (241.9) (265.4) (270.3)
Premiums paid [2] 95.8 831 96.9
Policy benefits[3] $ 6817 $ 6595 $ 708.2
Direct life insurance in force $ 95,8114 $ 102,4056 $ 111,682.7
Life insurance in force assumed 1,721.0 1,678.2 1,756.7
Lifeinsurance in force ceded (58,022.4) (62,553.8) (69,674.5)
Lifeinsurancein force $ 39,5100 $ 415300 $ 43,764.9
Percentage of amount assumed to net insurance in force 4.4% 4.0% 4.0%

[1] Primarily represents premiums ceded to reinsurers related to traditional whole life and term insurance policies.

[2] For universal life and variable universal life contracts, premiums paid to reinsurers are reflected within policy benefits. See Note 3 to these consolidated financial
statements for additional information regarding significant accounting policies.

[3] Policy benefit amounts above exclude changes in reserves, interest credited to policyholders and other items, which total $437.5 million, $305.6 million and
$454.2 million, net of reinsurance, for the years ended December 31, 2014, 2013 and 2012, respectively.

Weremain liable to the extent that reinsuring companies may not be able to meet their obligations under reinsurance agreementsin effect. Failure
of thereinsurersto honor their obligations could result in losses to the Company. Since we bear the risk of nonpayment, on aquarterly basiswe
evaluate the financial condition of our reinsurers and monitor concentrations of credit risk. Based on our review of their financial statements,
reputation in the reinsurance marketplace and other relevant information, we believe that we have no material exposure to uncollectiblelife
reinsurance. At December 31, 2014, five major reinsurance companies account for approximately 67% of the reinsurance recoverable.

5. Demutualization and Closed Block
In 1999, we began the process of reorganizing and demutualizing our then principal operating company, Phoenix Home Life. We completed the
processin June 2001, when all policyholder membership interests in this mutual company were extinguished and eligible policyholders of the

mutual company received shares of PNX common stock, together with cash and policy credits, as compensation. To protect the future dividends
of these policyholders, we also established a closed block for their existing policies.
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5. Demutualization and Closed Block (continued)

Because closed block liabilities exceed closed block assets, we have anet closed block liability at December 31, 2014 and 2013, respectively. This
net liability represents the maximum future earnings contribution to be recognized from the closed block and the changein this net liability each
period isin the earnings contribution recognized from the closed block for the period. To the extent that actual cash flows differ from amounts
anticipated, we may adjust policyholder dividends. If the closed block has excess funds, those funds will be available only to the closed block
policyholders. However, if the closed block has insufficient funds to make policy benefit payments that are guaranteed, the payments will be made
from assets outside of the closed block.

Closed Block Assets and Liabilities: As of December 31,
($in millions) 2014 2013 Inception
Asrestated

Available-for-sale debt securities $ 58770 $ 57534 $ 47731
Available-for-sale equity securities 91.7 76.5 —
Short-term investments — 106.9 —
Limited partnerships and other investments 343.4 345.0 399.0
Policy loans 1,159.1 1,201.6 1,380.0
Fair value investments 59.8 425 —
Total closed block investments 7,531.0 7,525.9 6,552.1
Cash and cash equivalents 89.6 78.2 —
Accrued investment income 80.7 81.7 106.8
Reinsurance recoverable 19.1 26.8 —
Deferred income taxes, net 290.3 285.4 389.4
Other closed block assets 67.4 58.2 414
Total closed block assets 8,078.1 8,056.2 7,089.7
Policy liabilities and accruals 8,058.2 8,258.4 8,301.7
Policyholder dividends payable 201.9 207.8 325.1
Policy dividend obligation 714.8 497.7 —
Other closed block liabilities 48.0 65.9 12.3
Total closed block liabilities 9,022.9 9,029.8 8,639.1
Excess of closed block liabilities over closed block assets[1] 944.8 9736 $ 1,5494
Less: Excess of closed block assets over closed block liabilities attributable to

noncontrolling interests (11.8) (8.0)
Excess of closed block liabilities over closed block assets attributable to

The Phoenix Companies, Inc. $ 956.6 $ 981.6

[1] The maximum future earnings summary to inure to the benefit of the stockholders is represented by the excess of closed block liabilities over closed block assets.
All unrealized investment gains (losses), net of income tax, have been allocated to the policyholder dividend obligation.
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5. Demutualization and Closed Block (continued)

Closed Block Revenues and Expenses and

Changesin Policyholder Dividend Obligations: For the years ended December 31,

($in millions) 2014 2013 2012
Asrestated Asrevised

Closed block revenues
Premiums $ 3018 $ 3178 % 369.5
Net investment income 4111 409.6 453.3
Net realized investment gains (losses) 12.8 16.6 9.2
Total revenues 725.7 744.0 832.0
Policy benefits 4384 464.5 493.8
Other operating expenses 2.7 5.3 3.0
Total benefitsand expenses 441.1 469.8 496.8
Closed block contribution to income before dividends and income taxes 284.6 274.2 335.2
Policyholder dividends (244.6) (235.7) (291.8)
Closed block contribution to income before income taxes 40.0 385 434
Applicable income tax expense 13.3 134 15.0
Closed block contribution to income 26.7 25.1 284
Less: Closed block contribution to income attributable to noncontrolling interests 20 0.3 0.5
Closed block contribution to income attributable to

The Phoenix Companies, I nc. 24.7 248 $ 27.9
Policyholder dividend obligation
Policyholder dividends provided through earnings 244.6 2357 % 291.8
Policyholder dividends provided through OCI 138.8 (308.4) 165.7
Additionsto (reductions of) policyholder dividend liabilities 383.4 (72.7) 457.5
Policyholder dividends paid (172.2) (178.6) (214.5)
Increase (decrease) in policyholder dividend liabilities 211.2 (251.3) 243.0
Policyholder dividend liabilities, beginning of period 705.5 956.8 713.8
Policyholder dividend liabilities, end of period 916.7 705.5 956.8
Policyholder dividends payable, end of period (201.9) (207.8) (223.8)

714.8 4977 % 733.0

Policyholder dividend obligation, end of period

The policyholder dividend obligation includes approximately $277.9 million and $202.1 million, respectively, for cumulative closed block earningsin
excess of expected amounts calculated at the date of demutualization as of December 31, 2014 and 2013, respectively. These closed block earnings
will not inure to stockholders, but will result in additional future dividends to closed block policyholders unless otherwise offset by future
performance of the closed block that is less favorable than expected. If actual cumulative performanceisless favorable than expected, only actual
earnings will be recognized in net income. As of December 31, 2014 and 2013, the policyholder dividend obligation also includes $436.9 million and

$295.6 million, respectively, of net unrealized gains on investments supporting the closed block liabilities.
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6. Deferred Policy Acquisition Costs

The balances of and changesin DAC as of and for the years ended December 31, are asfollows:

Changesin Deferred Policy Acquisition Costs: For the years ended December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised
Balance, beginning of period $ 9478 $ 8981 $ 1,114.8
Policy acquisition costs deferred 729 58.4 58.1
Costs amortized to expenses:
Recurring costs (129.5) (117.9) (141.3)
Assumption unlocking (4.9 254 (55.6)
Readlized investment gains (l0sses) 14.3 (10.6) 0.8
Offsets to net unrealized investment gains or losses included in AOCI (52.5) 94.4 (78.7)
Balance, end of period $ 8486 $ 478 $ 898.1

During the years ended December 31, 2014, 2013 and 2012, deferred expenses primarily consisted of third-party commissions related to fixed
indexed annuity sales.

7. Saleslnducements

The balances of and changes in sales inducements as of and for the years ended December 31, are as follows:

Changesin Deferred Sales Inducement Activity: For the years ended December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised

Balance, beginning of period $ 774 $ 639 $ 51.2
Sales inducements deferred 175 10.6 15.4
Amortization charged to income (8.0 (8.5) (5.7)
Offsetsto net unrealized investment gains or losses included in AOCI (7.5) 114 3.0
Balance, end of period $ 794 $ 74 $ 63.9

8. Investing Activities
Debt and equity securities
The following tables present the debt and equity securities available-for-sale by sector held at December 31, 2014 and 2013, respectively. The

unrealized loss amounts presented bel ow include the non-credit loss component of OTTI losses. We classify these investments into various
sectorsin line with industry conventions.
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Fair Value and Cost of Securities:
($in millions)

U.S. government and agency

State and political subdivision

Foreign government

Corporate

Commercial mortgage-backed (“CMBS")
Residential mortgage-backed (“ RMBS”)

Collateralized debt obligation (“*CDQO”") /
collateralized loan obligation (“ CLO")

Other asset-backed (“ ABS")
Available-for-sale debt securities
Amounts applicableto the closed block

Available-for-sale equity securities

Amounts applicableto the closed block

THE PHOENIX COMPANIES, INC.
Notesto Consolidated Financial Statements (continued)

As of December 31, 2014

Gross Gross OTTI

Amortized Unrealized Unrealized Fair Recognized

Cost Gains|[1] L osses [1] Value in AOCI [2]
$ 3883 $ 552 $ 01 ¢ 4434 % —
518.3 421 (2.5) 557.9 (1.3)
205.8 26.5 1.9) 230.9 —
7,942.7 530.0 (74.6) 8,398.1 (8.3)
602.9 484 (0.2) 651.2 (1.2
1,862.5 81.6 (11.9) 1,932.2 (25.5)
1975 2.7 33 196.9 (13.9)
260.0 134 4.7 268.7 (1.8)
$ 11,9780 $ 799 $ (98.6) $ 126793 $ (51.8)
$ 54513 $ 4581 % (324) $ 58770 $ (24.7)
$ 156.0 $ 251 % 16 $ 1795 $ —
$ 805 $ 123 ¢ 11 ¢ 917 % —

[1] Net unrealized investment gains and losses on securities classified as available-for-sale and certain other assets are included in our consolidated balance sheets as a

component of AOCI.

[2] Representsthe amount of non-credit OTTI losses recognized in AOCI excluding net unrealized gains or losses subsequent to the date of impairment. The table
above presents the special category of AOCI for debt securities that are other-than-temporarily impaired when the impairment loss has been split between the
credit loss component (in earnings) and the non-credit component (separate category of AOCI).

Fair Value and Cost of Securities:
($in millions)

U.S. government and agency

State and political subdivision
Foreign government

Corporate

CMBS

RMBS

CDO/CLO

Other ABS

Available-for-sale debt securities
Amounts applicable to the closed block
Available-for-sale equity securities

Amounts applicable to the closed block

As of December 31, 2013, asrestated

Gross Gross OTTI

Amortized Unrealized Unrealized Fair Recognized

Cost Gains[1] L osses [1] Value in AOCI [2]
$ 3702 % 362 $ (26) $ 4038 $ —
402.5 18.2 (10.2) 410.5 (1.3)
194.0 16.6 (0.7) 209.9 —
7,266.1 423.0 (135.7) 7,553.4 (8.8)
681.2 35.8 3.2 713.8 (34)
1,893.0 420 (37.4) 1,897.6 (26.7)
2234 5.8 (5.2) 224.1 (15.3)
3111 14.8 (7.5) 3184 (2.8)
$ 11,3415 $ 5924  $ (202.4) $ 11,7315 % (57.1)
$ 54650 $ 3626 $ (742) $ 57534 % (16.5)
$ 1193 % 239 % 52 $ 1380 $ —
$ 693 $ 101 % (29 $ 765 $ —

[1] Net unrealized investment gains and losses on securities classified as available-for-sale and certain other assets are included in our consolidated balance sheets as a

component of AOCI.

[2] Representsthe amount of non-credit OTTI losses recognized in AOCI excluding net unrealized gains or losses subsequent to the date of impairment. The table
above presents the special category of AOCI for debt securities that are other-than-temporarily impaired when the impairment loss has been split between the
credit loss component (in earnings) and the non-credit component (separate category of AOCI).
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8. Investing Activities (continued)

Maturities of Debt Securities:

As of December 31, 2014

($in millions) Amortized Fair
Cost Value

Duein one year or less $ 3743 % 381.2
Due after one year through five years 2,074.1 2,204.8
Due after five years through ten years 3,528.6 3,673.3
Due after ten years 3,078.1 3,371.0
CMBS'RMBS/ABS/CDO/CLO [1] 2,922.9 3,049.0
Total $ 11,9780 $ 12,679.3

[1] CMBS, RMBS, ABS, CDO and CLO are not listed separately in the table as each security does not have a single fixed maturity.

The maturities of debt securities, as of December 31, 2014, are summarized in the table above by contractual maturity. Actual maturities may differ
from contractual maturities as certain borrowers have theright to call or prepay obligations with or without call or prepayment penalties, and we

have the right to put or sell certain obligations back to the issuers.

The following table depicts the sources of available-for-sale investment proceeds and related investment gains (losses).

Sales of Available-for-Sale Securities:

As of December 31,

($in millions) 2014 2013 2012
Asrestated Asrevised
Debt securities, available-for-sale
Proceeds from sales $ 461 $ 5322 % 346.5
Proceeds from maturities/repayments 1,225.3 1,544.0 1,517.3
Gross investment gains from sales, prepayments and maturities 41.6 45.1 46.4
Gross investment losses from sales and maturities (17.6) (2.2) (11.1)
Equity securities, available-for-sale
Proceeds from sales $ 242  $ 127  $ 225
Gross investment gains from sales 104 4.2 144
Gross investment losses from sales (1.0 (3.8 0.9)
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8. Investing Activities (continued)

Aging of Temporarily Impaired Securities: As of December 31, 2014
($in millions) Lessthan 12 months Greater than 12 months Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value L osses Value L osses Value L osses

Debt Securities

U.S. government and agency $ — 3 —  $ 27  $ (01) % 27  $ (0.2)
State and political subdivision 11.6 (0.6) 311 (1.9) 42.7 (2.5)
Foreign government 15.7 (1.4) — — 15.7 (1.4)
Corporate 643.0 (23.5) 654.3 (51.1) 1,297.3 (74.6)
CMBS 12.6 — 10.9 (0.1) 235 (0.1)
RMBS 8.4 0.2) 226.7 (11.7) 235.1 (11.9)
CDOICLO 57.9 (0.5) 96.3 (2.8) 154.2 (3.3)
Other ABS 13.8 (0.1) 16.0 (4.6) 29.8 4.7
Debt securities 763.0 (26.3) 1,038.0 (72.3) 1,801.0 (98.6)
Equity securities 5.6 (0.7) 15.2 (0.9) 20.8 (1.6)
Total temporarily impaired securities $ 7686 $ (27.00 $ 1,053.2 $ (73.2) % 18218 $ (100.2)
Amountsinside the closed block $ 266.8 $ (12.7) % 387.8 % (21.8) $ 654.6 $ (33.5)
Amounts outside the closed block $ 501.8 $ (15.3) $ 665.4 $ (51.4) $ 1,167.2 $ (66.7)
Amounts outside the closed block

that are below investment grade $ 842 $ 41 $ 504 $ (6.6) $ 1346 $ (10.7)
Number of securities 158 211 369

Unrealized losses on bel ow-investment-grade debt securities outside the closed block and inside the closed block with afair value depressed by
more than 20% of amortized cost totaled $3.2 million and $1.7 million, respectively, at December 31, 2014, of which $2.1 million and $0.1 million,
respectively, were depressed by more than 20% of amortized cost for more than 12 months.

As of December 31, 2014, available-for-sale securitiesin an unrealized loss position for over 12 months consisted of 201 debt securities and 10
equity securities. These debt securities primarily relate to corporate securities, RMBS and other ABS, which have depressed values due primarily
to anincrease in interest rates since the purchase of these securities. Unrealized | osses were not recognized in earnings on these debt securities
since the Company neither intendsto sell the securities nor do we believe that it ismore likely than not that it will be required to sell these
securities before recovery of their amortized cost basis. Additionally, based on a security-by-security analysis, we expect to recover the entire
amortized cost basis of these securities. In our evaluation of each security, management considers the actual recovery periods for these securities
in previous periods of broad market declines. For securities with significant declines, individual security level analysis was performed, which
considered any credit enhancements, expectations of defaults on underlying collateral and other available market data, including industry analyst
reports and forecasts. Similarly, for equity securitiesin an unrealized loss position for greater than 12 months, management performed an analysis
on a security-by-security basis. Although there may be sustained losses for greater than 12 months on these securities, additional information was
obtained related to company performance which did not indicate that the additional losses were other-than-temporary.
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8. Investing Activities (continued)

Aging of Temporarily Impaired Securities: As of December 31, 2013, asrestated
($in millions) Lessthan 12 months Greater than 12 months Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value L osses Value L osses Value L osses

Debt Securities

U.S. government and agency $ 480 $ 21 $ 30 % (05 $ 510 $ (2.6)
State and political subdivision 120.1 (7.6) 10.7 (2.6) 130.8 (10.2)
Foreign government 41.0 (0.7) — — 41.0 (0.7)
Corporate 1,701.5 (86.5) 326.8 (49.2) 2,028.3 (135.7)
CMBS 93.7 2.7 10.4 (0.5) 104.1 (3.2)
RMBS 7735 (24.4) 144.4 (13.0) 917.9 (37.4)
CDOICLO 64.1 (0.6) 97.1 (4.5) 161.2 (5.1)
Other ABS 22.3 (0.2) 29.5 (7.4) 51.8 (7.5)
Debt securities 2,864.2 (124.7) 621.9 (77.7) 3,486.1 (202.4)
Equity securities 55.3 (4.3) 3.7 (0.9) 59.0 (5.2)
Total temporarily impaired securities $ 29195 % (129.0) $ 6256 $ (78.6) $ 35451 % (207.6)
Amountsinside the closed block $ 1,172.7 % (48.7) % 238.4 % (28.4) $ 14111 % (77.1)
Amounts outside the closed block $ 1,746.8 $ (80.3) $ 3872 $ (502) % 2,1340 $ (130.5)
Amounts outside the closed block

that are below investment grade $ 76.4 $ 34) % 529 $ (78) % 1293 $ (11.2)
Number of securities 475 156 631

Unrealized losses on bel ow-investment-grade debt securities outside the closed block and inside the closed block with afair value depressed by
more than 20% of amortized cost totaled $5.1 million and $4.8 million, respectively, at December 31, 2013, of which $2.7 million and $0, respectively,
were depressed by more than 20% of amortized cost for more than 12 months.

As of December 31, 2013, available-for-sale securitiesin an unrealized loss position for over 12 months consisted of 150 debt securities and six
equity securities. These debt securities primarily relate to corporate securities, RMBS and other ABS, which have depressed values due primarily
to anincrease in interest rates since the purchase of these securities. Unrealized | osses were not recognized in earnings on these debt securities
since the Company neither intendsto sell the securities nor do we believe that it ismore likely than not that it will be required to sell these
securities before recovery of their amortized cost basis. Additionally, based on a security-by-security analysis, we expect to recover the entire
amortized cost basis of these securities. In our evaluation of each security, management considers the actual recovery periods for these securities
in previous periods of broad market declines. For securities with significant declines, individual security level analysis was performed, which
considered any credit enhancements, expectations of defaults on underlying collateral and other available market data, including industry analyst
reports and forecasts. Similarly, for equity securitiesin an unrealized loss position for greater than 12 months, management performed an analysis
on a security-by-security basis. Although there may be sustained losses for greater than 12 months on these securities, additional information was
obtained related to company performance which did not indicate that the additional losses were other-than-temporary.

Evaluating temporarily impaired available-for-sale securities

In management’s evaluation of temporarily impaired securities, many factors about individual issuers of securities aswell as our best judgment in
determining the cause of a decline in the estimated fair value are considered in the assessment of potential near-term recovery in the security’s
value. Some of those considerationsinclude, but are not limited to: (i) duration of time and extent to which the estimated fair value has been below
cost or amortized cost; (ii) for debt securities, if the Company has the intent to sell or will more likely than not be required to sell a particular
security before the declinein estimated fair value below amortized cost recovers; (iii) whether the issuer is experiencing significant financial
difficulties and the potential for impairments of that issuer’s securities; (iv) pervasive issues across an entire industry sector/sub-sector; and (v)
for structured securities, assessing any changes in the forecasted cash flows, the quality of underlying collateral, expectations of prepayment
speeds, |0ss severity and payment priority of tranches held.
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Other-than-temporary impairments

Management assessed all securitiesin an unrealized loss position in determining whether impairments were temporary or other-than-temporary. In
reaching its conclusions, management exercised significant judgment and used anumber of issuer-specific quantitative indicators and qualitative
judgments to assess the probability of receiving a given security’s contractual cash flows. Thisincluded the issue'simplied yield to maturity,
cumulative default rate based on rating, comparisons of issue-specific spreads to industry or sector spreads, specific trading activity in the issue
and other market data, such as recent debt tenders and upcoming refinancing requirements. Management also reviewed fundamental s such as
issuer credit and liquidity metrics, business outlook and industry conditions. Management maintains awatch list of securitiesthat isreviewed for
impairments. Each security on the watch list was evaluated, analyzed and discussed, with the positive and negative factors weighed in the ultimate
determination of whether or not the security was other-than-temporarily impaired. For securities for which no OTTI was ultimately indicated at
December 31, 2014, management does not have the intention to sell, nor doesit expect to be required to sell, these securities prior to their recovery.

OTTlsrecorded on available-for-sale debt and equity securities were $8.1 million in 2014, $11.8 million in 2013 and $27.6 million in 2012. The 2014
impairments were driven primarily by deterioration inissuer credit and liquidity metrics, and business outlook.

The following table presents aroll-forward of pre-tax credit losses recognized in earnings related to available-for-sale debt securities for which a
portion of the OTTI was recognized in OCI.

Credit Losses Recognized in Earnings on Available-for-Sale Debt Securities

for which a Portion of the OTTI L oss was Recognized in OCI: As of December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised

Balance, beginning of period $ (71.4) $ (726) $ (79.1)
Add: Credit losses on securities not previously impaired [1] — (2.2) (6.7)
Add: Credit losses on securities previously impaired [1] — 4.1 (13.3)
Less: Credit losses on securities impaired due to intent to sell — — —
Less: Credit losses on securities sold 19.0 6.4 26.5

Less: Increasesin cash flows expected on previously impaired securities — — —
Balance, end of period $ (52.4) $ (71.4) $ (72.6)

[1] Additional credit losses on securities for which a portion of the OTTI loss was recognized in AOCI are included within net OTTI losses recognized in earnings on
the consolidated statements of income and comprehensive income.
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Limited partnershipsand other investments

Limited Partnershipsand Other Investments: As of December 31,
($in millions) 2014 2013
Asrestated
Limited partnerships
Private equity funds $ 2411 $ 240.8
Mezzanine funds 162.4 180.4
Infrastructure funds 389 381
Hedge funds 10.7 13.0
Mortgage and real estate funds 37 33
Leveraged |leases 11.8 16.8
Direct equity investments 49.6 44.5
Life settlements 224 216
Other dternative assets 22 2.8
Limited partnershipsand other investments $ 5428 $ 561.3
Amounts applicable to the closed block $ 3434 % 345.0

Equity method investees

The Company uses equity method accounting when it has more than a minor interest or influence of the partnership’s or limited liability
company’s (“LLCs") operations but does not have a controlling interest. Equity method income is recognized as earned by the investee.
Management views the information reported from the underlying funds as the best information available to record its investments. Further,
management isin direct communication with the fund managers to ensure accuracy of ending capital balances.

The following tables present the aggregated summarized financial information of certain equity method investeesin limited partnershipsand LLCs.
For all three periods, the equity in earnings that we record through net investment income of these equity method investeesin aggregate exceeds
10% of the Company’sincome from continuing operations before income taxes.

Aggregated Summarized Balance Sheet I nformation of Equity Method Investees: As of December 31,
($in millions) 2014 2013
Asrestated

Total assets $ 58,6941 $ 56,434.1

Total liabilities $ 16302 $ 1,654.0

Aggregated Net I nvestment | ncome: For the years ended December 31,

($in millions) 2014 2013 2012
Asrestated Asrevised

Total investment revenues $ 23299 % 2759.7 $ 2,389.6

Net income $ 5869.2 $ 92973 $ 8,315.2

Summarized financial information for these equity method investees is reported on athree-month delay due to the timing of financial statements as
of the current reporting period.
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L everaged leases

The Company recordsitsinvestment in aleveraged |ease net of the nonrecourse debt. The Company recognizes income on the leveraged |eases
by applying the estimated rate of return to the net investment in the lease. The Company regularly reviews the estimated residual values and, if
necessary, impairs them to expected val ues.

Investment in leveraged | eases, included in limited partnerships and other investments, consisted of the following:

Investment in L everaged L eases: 2014 2013

($in millions) Asrestated
Rental receivables, net $ 49 % 10.1
Estimated residual values 73 7.3
Unearned income (0.9) (0.6)
Investment in lever aged leases $ 18 $ 168

Rental receivables are generally due in periodic installments. The payments are made semi-annually and range from three to five years. For rental
receivables, the primary credit quality indicator iswhether the rental receivableis performing or non-performing, which is assessed at | east
annually. The Company defines non-performing rental receivables as those that are 90 days or more past due. At December 31, 2014 and 2013, all
rental receivables were performing. The deferred income tax liability related to leveraged leases was $9.5 million and $11.7 million at December 31,
2014 and 2013, respectively. The components of income from investment in leveraged |eases, excluding net investment gains (losses) were as
follows:

Investment Income after Income Tax from

Investment in L everaged L eases: As of December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised
Income from investment in leveraged leases $ 01 $ 01 $ 0.2
Less: Income tax expense on leveraged leases — — (0.1)
Investment income after income tax from investment in leveraged leases $ 01 % 01 % 0.1

Direct equity investments

Direct equity investments are equity interestsin LL Cs entered into on a co-investment basis with sponsors of private equity funds for strategic
and capital appreciation purposes and are accounted for under the equity method. The Company records its share of earnings on athree-month
delay when timely financial information is not available and the delivery of investee' s financial reporting occurs after the end of the current
reporting period. Further, management has open communication with each fund manager and, to the extent financia information is available,
receives quarterly statements from the underlying funds. Management also performed an analysis on the funds' financial statementsto assess
reasonabl eness of information provided by third parties. Income recognized from our other direct equity investments was $7.8 million, $7.0 million
and $1.0 million for the years ended December 31, 2014, 2013 and 2012, respectively.

We consolidate those direct equity investments which were determined to be VIE'swhen we are the primary beneficiary. The undistributed

earnings of direct equity investments not consolidated were $(1.5) million, $5.4 million and $(2.0) million at December 31, 2014, 2013 and 2012,
respectively. Any future investment in these structures is discretionary.
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The following table presents the carrying value and change in investment balance of non-consolidated direct equity investments:

Carrying Value and Change in Investment Balance of
Non-Consolidated Direct Equity I nvestments:

($in millions)

Balance as of December 31, 2012, asrevised $ 30.7
Net contributions (distributions) 6.8
Net income (loss) 7.0
Balance as of December 31, 2013, asrestated 445
Net contributions (distributions) (2.7)
Net income (l0ss) 7.8
$ 49.6

Balance as of December 31, 2014

Life settlements

During 2014, 2013 and 2012, income (losses) recognized on life settlement contracts were $0, $0.7 million and $0.9 million, respectively. These
amounts are included in net investment income in the consolidated statements of income and comprehensive income. Our life settlement contracts
reported above are monitored for impairment on a contract-by-contract basis annually. An investment in alife settlement contract is considered
impaired if the undiscounted cash flows from the expected proceeds from the insurance policy are less than the carrying amount of the investment
plus the expected costs to keep the policy in force. If animpairment lossis recognized, the investment iswritten down to fair value. Anticipated
policy cash flows are based on the Company’s latest mortality assumptions. Impairment charges on life settlement contracts included in net
realized capital gains (losses) totaled $0, $0 and $0.3 million in 2014, 2013 and 2012, respectively.

Remaining Life Expectancy of Insured: Number of Carrying Face Value

($in millions) Contracts Value (Death Benefits)
0-5years 5 $ 137 % 22.0
Thereafter 8 87 37.1
Total 13 % 24 3 59.1

At December 31, 2014, the anticipated life insurance premiums required to keep the life settlement contractsin force, payable in the next 12 months
ending December 31, 2015 and the four succeeding years ending December 31, 2019 are $1.3 million, $1.0 million, $1.2 million, $1.1 million and $1.1
million, respectively.

Statutory deposits
Pursuant to certain statutory requirements, as of December 31, 2014 and 2013, our Life Companies had on deposit securities with afair value of

$30.5 million and $31.1 million, respectively, in insurance department special deposit accounts. Our Life Companies are not permitted to remove the
securities from these accounts without approval of the regulatory authority.
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Net investment income

Net investment income is comprised primarily of interest income, including amortization of premiums and accretion of discounts, based on yields
which are changed due to expectations in projected cash flows, dividend income from common and preferred stock, gains and |osses on securities
measured at fair value and earnings from investments accounted for under equity method accounting.

Sour ces of Net Investment Income: For the years ended December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised
Debt securities [1] $ 5816 $ 5650 $ 604.8
Equity securities 9.2 7.2 43
Limited partnerships and other investments 65.3 58.3 63.7
Policy loans 167.4 160.0 1615
Fair value investments 254 141 9.4
Total investment income 848.9 804.6 843.7
Less: Discontinued operations 11 13 21
Less: Investment expenses 16.9 13.6 13.8
Net investment income $ 8309 $ 789.7 $ 827.8
Amounts applicable to closed block $ 4111 8 4096  $ 453.3

[1] Includes net investment income on short-term investments.
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Net realized investment gains (losses)

Sources and Types of Net Realized | nvestment Gains (L osses): For the years ended December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised
Total other-than-temporary debt impairments $ 56 $ (70 $ (45.7)
Portion of losses recognized in OCI (0.49) (4.8 229
Net debt impairmentsrecognized in earnings $ 60 $ (11.8) $ (22.8)
Debt security impairments:
U.S. government and agency $ — 3 — 3 —
State and political subdivision — — (0.6)
Foreign government — — —
Corporate (6.0) (3.8) (3.0)
CMBS — 2.7) 4.1
RMBS — 4.3 (10.3)
CDOI/CLO — (1.0 (3.8
Other ABS — — (1.0)
Net debt security impairments (6.0) (11.8) (22.8)
Equity security impairments (2 — (4.8)
Limited partnerships and other investment impairments — — (0.3)
Impairment losses (8.1) (11.8) (27.9)
Debt security transaction gains 41.8 45.3 46.4
Debt security transaction losses 17.7) (2.2) (11.1)
Equity security transaction gains 104 4.2 14.4
Equity security transaction losses (2.0 (3.8) (0.4)
Limited partnerships and other investment transaction gains — 0.8 7.7
Limited partnerships and other investment transaction losses (0.7) (4.6) (2.5)
Net transaction gains (losses) 32.8 39.7 545
Derivative instruments (20.8) (27.7) (50.4)
Embedded derivatives[1] (45.9) 12.2 4.9
Assetsvalued at fair value 0.8 36 21
Net realized investment gains (losses), excluding impairment losses (33.1) 27.8 111
Net realized investment gains (losses), including impair ment losses $ (412) $ 160 % (16.8)

[1] Includes the change in fair value of embedded derivatives associated with fixed index annuity indexed crediting feature and variable annuity riders. See Note 11 to
these consolidated financial statements for additional disclosures.
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Unrealized investment gains (losses)

Sour ces of Changesin Net Unrealized Investment Gains (L osses): For the years ended December 31,
($in millions) 2014 2013 2012
Asrestated Asrevised

Debt securities $ 3113 % (538.1) $ 402.9
Equity securities 4.8 2.7 7.9
Other investments (4.1) 0.6 (0.7)
Net unrealized investment gains (losses) $ 3120 $ (534.8) $ 410.1
Net unrealized investment gains (losses) $ 3120 $ (534.8) $ 410.1
Applicableto closed block policyholder dividend obligation 138.8 (308.4) 165.7
Applicableto DAC 52.5 (94.4) 78.7
Applicable to other actuarial offsets 54.2 (69.3) 70.3
Applicable to deferred income tax expense (benefit) 35.7 (20.5) 92.0
Offsets to net unrealized investment gains (l0sses) 281.2 (492.6) 406.7
Net unrealized investment gains (losses) included in OCI $ 308 $ (422) $ 34

Consolidated variableinterest entities

The Company regularly investsin private equity type fund structures which are VIEs. Entities which do not have sufficient equity at risk to allow
the entity to financeits activities without additional financial support or in which the equity investors, as agroup, do not have the characteristic of
acontrolling financial interest are referred to as VIES. We perform ongoing assessments of our investmentsin VIEs to determine if we are the
primary beneficiary. When we are the primary beneficiary of the entity we consolidate the VIE. The consolidated entities are all investment
company-like structures which follow specialized investment company accounting and record underlying investments at fair value. The nature of
the consolidated VIES' operations and purpose are private equity limited partnerships, single asset LL Cs and afund of fund investment structure
and have investments in homogeneous types of assets. We consolidate these V1 Es using the most recent financial information received from the
partnerships. Recognition of operating resultsis generally on athree-month delay due to the timing of the related financial statements.

The following table presents the total assets and total liabilities relating to consolidated V1Es at December 31, 2014 and 2013.

Carrying Value of Assets and Liabilities

];:ocr)nsolidated Variable Interest Entities: December 31, 2014 December 31, 2013, asrestated
($in millions) Maximum Maximum
Exposure Exposure
Assets Liabilities toLoss[1] Assets Liabilities toLoss[1]
Debt securities, at fair value [2] $ 55 § — 3 51 $ 36 $ —  $ 3.2
Equity securities, at fair value[2] 35.0 — 30.0 29.4 — 24.7
Cash and cash equivalents 9.4 — 9.3 10.8 — 10.6
Investment in partnership interests — — — 0.1 — 0.1
Investment in single asset LLCs 50.6 — 36.6 24.3 — 18.3
Other assets 0.6 — 05 0.6 — 05
Total assets of consolidated VIEs $ 1011 $ — 3 815 $ 688 $ — 3 57.4
Total liabilities of consolidated VIEs $ — 06 3 05 3 — 3 08 $ 06

[1] Creditors or beneficial interest holders of the consolidated VIEs have no recourse to our general credit. Our obligation to the VIEs is limited to the amount of our
committed investment. We have not provided material financial or other support that was not contractually required to these VIEs. The maximum exposure to



loss above at December 31, 2014 and 2013 excludes unfunded commitments of $11.9 million and $0, respectively.
[2] Included in available-for-sale debt and equity securities, at fair value on the consolidated balance sheets.
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Non-consolidated variableinterest entities

We hold limited partnership interests with various VIEs primarily as a passive investor in private equity limited partnerships and through direct
investments, in which the general partners are not related parties. Asthe Company is not the general partner in any VIE structures, consolidation
is based on evaluation of the primary beneficiary. Thisanalysisincludes areview of the VIE's capital structure, nature of the VIE's operations and
purpose and the Company’sinvolvement with the entity. When determining the need to consolidate a VIE, the design of the VIE is evaluated as
well as any exposed risks of the Company’s investment. These investments are accounted for under the equity method of accounting and are
included in limited partnerships and other investments on our consolidated balance sheets. We reassess our VI E determination with respect to an
entity on an ongoing basis. The following table presents the carrying val ue of assets and liabilities and the maximum exposure to loss relating to
significant VIEs for which we are not the primary beneficiary.

The carrying value of our investmentsin non-consolidated VI Es (based upon sponsor values and financial statements of the individual entities)
for which we are not the primary beneficiary was $151.5 million and $172.6 million as of December 31, 2014 and 2013, respectively. The maximum
exposureto lossis equal to the carrying amounts plus any unfunded commitments of the Company. Such a maximum loss would be expected to
occur only upon bankruptcy of the issuer or investee. The Company has not provided nor intends to provide financial support to these entities
unless contractually required. We do not have the contractual option to redeem these limited partnership interests but receive distributions based
on the liquidation of the underlying assets. The Company must generally request general partner consent to transfer or sell its fund interests. The
Company performs ongoing qualitative analysis of itsinvolvement with VIEs to determine if consolidation is required.

Carrying Value of Assets and Liabilities
and Maximum Exposure L oss Relating

to Variable Interest Entities: December 31, 2014 December 31, 2013, asrestated
($in millions) Maximum Maximum
Exposure Exposure
Assets Liabilities toLoss[1] Assets Liabilities toLoss[1]
Limited partnerships $ 1060 $ — 3 1578 % 1167 $ — 3 171.6
LLCs 455 — 455 55.9 — 55.9
Total $ 1515 $ — % 2033 $ 1726 % —  $ 2275

[1] Creditors or beneficial interest holders of the VIEs have no recourse to our general credit. Our obligation to the VIEs is limited to the amount of our committed
investment. We have not provided material financial or other support that was not contractually required to these VIEs.

In addition, the Company makes passive investments in structured securitiesissued by VIEs, for which the Company is not the manager, which are
included in CMBS, RMBS, CDO/CLO and other ABS within available-for-sale debt securities, and in fair value investments, in the consolidated
balance sheets. The Company has not provided financial or other support with respect to these investments other than its original investment. For
these investments, the Company determined it is not the primary beneficiary due to the size of our investment relative to the structured securities
issued by the VIE, thelevel of credit subordination which reduces the Company’s obligation to absorb losses or right to receive benefits, and the
Company’slack of power over the activities that most significantly impact the economic performance of the VIES. The Company’s maximum
exposure to 1oss on these investmentsis limited to the amount of our investment.
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Issuer and counterparty credit exposure

Credit exposure related to issuers and derivatives counterpartiesisinherent in investments and derivative contracts with positive fair value or
asset balances. We manage credit risk through the analysis of the underlying obligors, issuers and transaction structures. We review our debt
security portfolio regularly to monitor the performance of obligors and assess the stability of their credit ratings. We also manage credit risk
through industry and issuer diversification and asset allocation. Included in fixed maturities are bel ow-investment-grade assets totaling $848.8
million and $864.0 million at December 31, 2014 and 2013, respectively. Maximum exposure to an issuer or derivative counterparty is defined by
quality ratings, with higher quality issuers having larger exposure limits. As of December 31, 2014, we were exposed to the credit concentration risk
of 18 issuers, Bank of America Corporation, General Electric Company, The Bank of New Y ork Mellon Corporation, The Goldman Sachs Group Inc.,
JPMorgan Chase Co., BB& T Corporation, Morgan Stanley, HSBC Holdings plc, Credit Suisse Group AG, Metlife Inc., The PNC Financia Services
Group Inc., Republic of Poland, Riverside Health System and Berkshire Hathaway Inc., Deutsche Bank AG, Barclays Bank PLC, HP Communities
LLC, Irving Qil Ltd., representing exposure greater than 10% of stockholders’ equity other than U.S. government and government agencies backed
by the faith and credit of the U.S. government. We monitor credit exposures by actively monitoring dollar limits on transactions with specific
counterparties. We have an overall limit on below-investment-grade rated issuer exposure. Additionally, the creditworthiness of counterpartiesis
reviewed periodically. We generally use ISDA Master Agreements which include Credit Support Annexes which include collateral provisionsto
reduce counterparty credit exposures. To further mitigate the risk of loss on derivatives, we only enter into contracts in which the counterparty isa
financial institution with arating of A or higher from at least one Nationally Recognized Statistical Rating Organization.

As of December 31, 2014, we held derivative assets, net of liabilities, with afair value of $75.7 million. Derivative credit exposure was diversified
with 11 different counterparties. We also had investments of these issuerswith afair value of $290.9 million as of December 31, 2014. Our maximum
amount of loss due to credit risk with these issuers was $366.6 million as of December 31, 2014. See Note 12 to these consolidated financial
statements for additional information regarding derivatives.

9. Financing Activities

Debt is carried net of original issuer discount as follows:

Indebtedness at Carrying Value: As of December 31,

($in millions) 2014 2013
Asrestated

7.15% surplus notes $ 1262 $ 126.1

7.45% senior unsecured bonds 252.7 252.7

Total indebtedness $ 3789 % 3788

Our 7.15% surplus notes are an obligation of Phoenix Life and are due December 15, 2034. The carrying value of the 2034 notesis net of $0.5 million
of unamortized original issue discount. Interest payments are at an annual rate of 7.15%, require the prior approval of the NY DFS and may be made
only out of surplus fundswhich the NY DFS determinesto be available for such payments under New Y ork Insurance Law. The notes may be
redeemed at the option of Phoenix Life at any time at the “ make-whol€e” redemption price set forth in the offering circular. New Y ork Insurance Law
provides that the notes are not part of the legal liabilities of Phoenix Life. On September 21, 2012, Phoenix Life repurchased $48.3 million par amount
of its outstanding 7.15% surplus notes, including $0.2 million in original issue discount, for aggregate consideration of $36.2 million.

The Phoenix Companies, Inc. senior unsecured bonds were issued in December 2001 for gross proceeds of $300.0 million (net proceeds of $290.6
million) and mature in January 2032. We pay interest at an annual rate of 7.45%. We may redeem any or all of the bonds at a redemption price equal
to 100% of principal plus accrued and unpaid interest to the redemption date. We have repurchased a cumul ative amount of $47.3 million of par
value of these bonds as of December 31, 2014. During 2014 and 2013, no repurchases were made. In March 2013, we extinguished $31.4 million par
value of these bonds.
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The indenture governing our senior unsecured bonds (the “Indenture”) requires usto filewith U.S. Bank, National Association, astrustee (the
“Trustee”), within 15 days after we are required to file with the SEC, copies of the annual reports and of the information, documents and other
reports that we are required to file with the SEC pursuant to Section 13 or Section 15(d) of the Exchange Act. In connection with our restatement of
financial statements for the years ended December 31, 2011, 2010 and 2009, the quarters of fiscal year 2011, the first and second quarters of 2012
and the delay in filing our Third Quarter 2012 Form 10-Q, we were unable to file our Third Quarter 2012 Form 10-Q with the SEC and meet the
requirement to timely deliver acopy of such report to the Trustee. Thisresulted in a default under the Indenture governing the bonds. On
November 30, 2012, the Trustee issued a notice of default, which stated that the failure of the Company to deliver the Third Quarter 2012 Form 10-Q
constituted non-compliance with the reporting covenant in the Indenture and that delivery of such noticeinitiated a 60-day cure period.

On December 12, 2012, we commenced a consent solicitation of bondholders seeking the approval of amendments to the Indenture and arelated
waiver to extend the date to deliver our Third Quarter 2012 Form 10-Q to the Trustee to March 31, 2013 and waiving any and all defaults and events
of default related to the delayed filing of our Third Quarter 2012 Form 10-Q that occurred prior to the effectiveness of the amendments and on
January 16, 2013, we announced that we had received the requisite consent to the amendments to the Indenture and the related waiver.

On January 18, 2013, the Company and the Trustee executed afirst supplemental indenture (“First Supplemental Indenture”) amending the
Indenture effective as of such date to provide that until March 31, 2013, any failure by usto comply with the sections of the Indenture relating to
thefiling of the Third Quarter 2012 Form 10-Q would not constitute a default under the Indenture and that our filing of such report on a delayed
basis on or prior to such time would satisfy our obligations under the reporting covenant in the Indenture. Pursuant to the waiver, any and all
defaults and events of default occurring under the Indenture prior to the effectiveness of the First Supplemental Indenture were waived.

We commenced second and third consent solicitations of bondholders on April 24, 2013 and January 23, 2014, respectively, each of which was
successful.

The April 24, 2013 consent solicitation resulted in an anendment to the Indenture and the provision of arelated waiver to extend the date for
providing the Trustee with the Third Quarter 2012 Form 10-Q, our 2012 Annual Report on Form 10-K (the “2012 Form 10-K”) and our Quarterly
Reports on Form 10-Q for the first, second and third quarters of 2013 (the “2013 Forms 10-Q”) to December 31, 2013.

On May 23, 2013, the Company and the Trustee executed a second supplemental indenture (the “ Second Supplemental Indenture”) amending the
Indenture effective as of such date to provide that any failure by usto comply with the sections of the Indenture relating to these filings would not
constitute adefault under the Indenture, and that our filing of such reports on a delayed basis on or prior to such time would satisfy our
obligations under the reporting covenant in the Indenture. Pursuant to the waiver, any and all defaults and events of default occurring under the
Indenture prior to the effectiveness of the Second Supplemental Indenture were waived.

The January 23, 2014 consent solicitation resulted in afurther amendment to the Indenture and the provision of arelated waiver to extend the date
for providing the Trustee with the Third Quarter 2012 Form 10-Q, the 2012 Form 10-K, the 2013 Forms 10-Q, our 2013 Annual Report on Form 10-K
and our Quarterly Reports on Form 10-Q for thefirst, second and third quarters of 2014 to March 16, 2015. On February 21, 2014, the Company and
the Trustee executed a third supplemental indenture (the “ Third Supplemental Indenture”) amending the Indenture effective as of such date to
provide that any failure by usto comply with the sections of the Indenture relating to these filings would not constitute a default under the
Indenture, and that our filing of such reports on a delayed basis on or prior to such time would satisfy our obligations under the reporting
covenant in the Indenture. Pursuant to the waiver, any and all defaults and events of default occurring under the Indenture prior to the
effectiveness of the Third Supplemental Indenture were waived.

We have recorded indebtedness at unpaid principal balances of each instrument net of issue discount. The Company or its subsidiaries may, from

time to time, purchase its debt securitiesin the open market subject to considerations including, but not limited to, market conditions, relative
valuations, capital allocation and the determination that it isin the best interest of the Company and its stakehol ders.
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Future minimum annual principal payments on indebtedness as of December 31, 2014 are $252.7 million in 2032 and $126.7 million in 2034. There are
no debt maturitiesin 2015 through 2019.

Interest Expense on Indebtedness, including Amortization of Debt I ssuance Costs: For the years ended December 31,

($in millions) 2014 2013 2012
Asrestated Asrevised

7.15% surplus notes $ 91 $ 921 % 11.6

7.45% senior unsecured bonds 19.2 19.2 19.2

Interest expense on indebtedness $ 283 % 283 $ 30.8

10. Common Stock and Stock Repurchase Program

We have authorization for the issuance of 50 million shares of our common stock. The Company effected a 1-for-20 reverse stock split of its
common stock following market close on August 10, 2012 which resulted in a decrease in the common stock balance with a corresponding increase
in the additional paid in capital balance. As part of the reverse stock split, the par value remained at $0.01 per share. No fractional shareswere
issuable in connection with the reverse stock split. Instead, shareholders were entitled to receive cash in lieu of fractional shares, based on the
closing price of the Company’s common stock on August 10, 2012. Asaresult of the reverse stock split, an aggregate of $2.9 million was payable
to shareholders for such fractional shares.

Following the reverse stock split, the Company offered an odd lot program that provided post-reverse stock split shareholders who held fewer
than 100 shares with avoluntary limited time means to sell their shares, purchase enough additional sharesto increase their holding to around lot
of 100 shares or make a charitable donation of their shares. The odd ot program terminated as of October 26, 2012.

On September 20, 2012, the Board of Directors (the “Board”) of the Company authorized a program to repurchase up to an aggregate amount of
$25,000,000 (not including fees and expenses) of the Company’s outstanding common stock shares. Under the stock repurchase program,
purchases may be made from time to time in the open market, in accel erated stock buyback arrangements, in privately negotiated transactions or
otherwise, subject to market prices and other conditions. No time limit was placed on the duration of the program, which may be modified, extended
or terminated by the Board at any time. The Board also terminated, effective September 20, 2012, the Company’s existing stock repurchase program,
which was announced on August 5, 2002. There were no repurchases during 2014 or 2013.

Through December 31, 2014, we have issued 6.4 million common shares (2.8 million shares to our policyholdersin exchange for their interestsin the
mutual company and 3.6 million sharesin sales to the public and to settle share-based compensation awards). As of December 31, 2014, we had 5.8
million shares outstanding, net of 0.7 million common shares of treasury stock. Sharesissued and outstanding include 0.1 million sharesheld in a
Rabbi Trust to fund equity awards on which recipients are allowed to vote their shares. As of December 31, 2014, we a so had 0.4 million common
shares reserved for issuance under our stock option plans (0.3 million shares) and our restricted stock unit (“RSU”) plans (0.1 million shares).
Please note that these share and RSU amounts for all periods reflect the 1-for-20 reverse stock split, which became effective on August 10, 2012.

In 2014, 2013 and 2012, we did not pay any stockholder dividends.
State Farm Mutual Automobile Insurance Company (“ State Farm”) currently owns of record 5.1% of our outstanding common stock. In 2014, 2013

and 2012, weincurred $2.7 million, $2.6 million and $2.3 million, respectively, as compensation costs for the sale of our insurance and annuity
products by entities that were either subsidiaries of State Farm or owned by State Farm agents.
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11. Separate Accounts, Death Benefitsand Other Insurance Benefit Featuresand Embedded Product Derivatives
Separ ate accounts

Separate account products are those for which a separate investment and liability account is maintained on behalf of the policyholder. Investment
objectives for these separate accounts vary by fund account type, as outlined in the applicable fund prospectus or separate account plan of
operations. We have variable annuity and variable life insurance contracts that are classified as separate account products. The assets supporting
these contracts are carried at fair value and are reported as separate account assets with an equivalent amount reported as separate account
liabilities. Amounts assessed against the policyholder for mortality, administration and other services are included within revenuein feeincome. In
2014 and 2013, there were no gains or losses on transfers of assets from the general account to a separate account.

Assetswith fair value and carrying val ue of $2.6 billion and $2.0 billion at December 31, 2014 and 2013, respectively, supporting fixed indexed
annuities are maintained in accounts that are legally segregated from the other assets of the Company, but policyholders do not direct the
investment of those assets and the investment performance does not pass through to the policyholders. These assets supporting fixed indexed
annuity contracts are reported within the respective investment line items on the consolidated balance sheets.

Separate Account Investments of Account Balances of Variable Annuity Contracts

with Insurance Guarantees: As of December 31,

($in millions) 2014 2013
Asrestated

Debt securities $ 3759 $ 433.0

Equity funds 1,638.6 1,920.4

Other 499 64.3

Total $ 20644 $ 2,417.7

Death benefitsand other insurance benefit features
Variable annuity guaranteed benefits
We establish policy benefit liabilities for minimum death and income benefit guarantees relating to certain annuity policies asfollows:

+ Liabilities associated with the guaranteed minimum death benefit (“GMDB”) are determined by estimating the expected value of death
benefitsin excess of the projected account balance and recognizing the excess ratably over the expected life of the contract based on
total expected assessments. The assumptions used for calculating the liabilities are generally consistent with those used for amortizing
DAC.

+ Liabilities associated with the guaranteed minimum income benefit (“ GMIB”) are determined by estimating the expected value of the
income benefitsin excess of the projected account balance at the date of annuitization and recognizing the excess ratably over the
accumulation period based on total expected assessments. The assumptions used for cal culating such guaranteed income benefit
liabilities are generally consistent with those used for amortizing DAC.
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For variable annuities with GMDB and GMIB, reserves for these guarantees are cal culated and recorded in policy liabilities and accruals on our
consolidated balance sheets. Changesin the liability are recorded in policy benefits on our consolidated statements of income and comprehensive
income. We regularly evaluate estimates used and adjust the additional liability balances, with arelated charge or credit to benefit expense if actual
experience or other evidence suggests that earlier assumptions should be revised.

Changesin Variable Annuity Guaranteed I nsurance Benefit For the year ended

December 31, 2014

Liability Balances:

($in millions) Annuity Annuity
GMDB GMIB
Balance, beginning of period 227 % 9.8
Incurred 18 21
Paid 3.7 (0.2
Change due to net unrealized gains or lossesincluded in AOCI 0.1 —
Assumption unlocking 0.5 54
Balance, end of period 214 $ 17.1
Changesin Variable Annuity Guaranteed Insurance Benefit For the year ended
Liability Balances: December 31, 2013, asrestated
($in millions) Annuity Annuity
GMDB GMIB
Balance, beginning of period 159 $ 21.7
Incurred 21 (3.6)
Paid 3.7 —
Change due to net unrealized gains or losses included in AOCI — (0.2)
Assumption unlocking 84 (8.2
Balance, end of period 27 $ 9.8
Changesin Variable Annuity Guaranteed Insurance Benefit For the year ended
Liability Balances: December 31, 2012, asrevised
($in millions) Annuity Annuity
GMDB GMIB
Balance, beginning of period 164 $ 17.6
Incurred 0.6 4.0
Paid (1.3) —
Change due to net unrealized gains or losses included in AOCI — 0.3
Assumption unlocking — 0.2
Balance, end of period 159 $ 217
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For those guarantees of benefitsthat are payablein the event of death, the net amount at risk (“NAR") is generally defined as the benefit payable

in excess of the current account balance at our balance sheet date. We have entered into reinsurance agreements to reduce the net amount of risk
on certain death benefits. Following are the major types of death benefits currently in force:

GMDB and GMIB Benefits by Type: December 31, 2014
($in millions) NAR NAR Average
Account before after Attained Age
Value Reinsurance Reinsurance of Annuitant
GMDB return of premium $ 6615 $ 16 $ 16 63
GMDB step up 1,723.2 112.2 134 64
GMDB earnings enhancement benefit (“ EEB”) 29.1 — — 65
GMDB greater of annual step up and roll up 22.7 4.8 4.8 69
Total GMDB at December 31, 2014 24365 $ 1186 $ 19.8
Less: Genera account value with GMDB 378.6
Subtotal separate account liabilitieswith GMDB 2,057.9
Separate account liabilities without GMDB 962.8
Total separate account liabilities $ 3,020.7
GMIB [1] at December 31, 2014 $ 319.6 65
GMDB and GMIB Benefits by Type: December 31, 2013, asrestated
($in millions) NAR NAR Average
Account before after Attained Age
Value Reinsurance Reinsurance of Annuitant
GMDB return of premium $ 7703 $ 21 §$ 21 63
GMDB step up 1,974.7 117.9 9.9 64
GMDB earnings enhancement benefit (“ EEB”) 36.0 0.1 0.1 64
GMDB greater of annual step up and roll up 26.7 4.8 4.8 68
Total GMDB at December 31, 2013 28077 $ 1249 % 16.9
Less: General account value with GMDB 403.3
Subtotal separate account liabilities with GMDB 2,404.4
Separate account liabilities without GMDB 997.9
Total separate account liabilities $ 3,402.3
GMIB [1] at December 31, 2013 $ 398.6 64

[1] Policieswith a GMIB also have a GMDB, however these benefits are not additive. When a policy terminates due to death, any NAR related to GMIB is released.
Similarly, when a policy goes into benefit status on a GMIB, its GMDB NAR is released.

Return of Premium: The death benefit isthe greater of current account value or premiums paid (less any adjusted partial withdrawals).

Sep Up: The death benefit isthe greater of current account value, premiums paid (less any adjusted partial withdrawals) or the annual step up
amount prior to the oldest original owner attaining a certain age. On and after the oldest original owner attains that age, the death benefit isthe
greater of current account value or the death benefit at the end of the contract year prior to the oldest original owner’s attaining that age plus
premium payments (less any adjusted partial withdrawals) made since that date.

Earnings Enhancement Benefit: The death benefit isthe greater of the premiums paid (less any adjusted partial withdrawals) or the current
account value plusthe EEB. The EEB is an additional amount designed to reduce the impact of taxes associated with distributing contract gains
upon death.
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Greater of Annual Step Up and Annual Roll Up: The death benefit isthe greatest of premium payments (less any adjusted partial withdrawals),
the annual step up amount, the annual roll up amount or the current account value prior to the oldest original owner attaining age 81. On and after
the oldest original owner attained age 81, the death benefit is the greater of current account value or the death benefit at the end of the contract
year prior to the oldest original owner’s attained age of 81 plus premium payments (less any adjusted partial withdrawals) made since that date.

GMIB: The benefit is a series of monthly fixed annuity payments paid upon election of the rider. The monthly benefit is based on the greater of the
sum of premiums (less any adjusted partial withdrawals) accumulated at an effective annual rate on the exercise date or 200% of the premiums paid
(lessany adjusted partial withdrawals) and a set of annuity payment rates that vary by benefit type and election age.

Fixed indexed annuity guaranteed benefits

Many of our fixed indexed annuities contain guaranteed benefits. We establish policy benefit liabilities for minimum death and minimum withdrawal
benefit guarantees relating to these policies as follows:

+ Liabilities associated with the GMWB and Chronic Care guarantees are determined by estimating the value of the withdrawal benefits
expected to be paid after the projected account val ue depletes and recognizing the value ratably over the accumulation period based on
total expected assessments. Liabilities associated with the GMWB for the fixed indexed annuities differ from those contained on variable
annuitiesin that the GMWB feature and the underlying contract, exclusive of the equity index crediting option, are fixed income
instruments.

+ Liabilities associated with the GMDB are determined by estimating the expected val ue of death benefits in excess of the projected account
balance and recognizing the excess ratably over the expected life of the contract based on total expected assessments.

The assumptions used for calculating GMWB, GMDB and Chronic Care guarantees are generally consistent with those used for amortizing DAC.
Weregularly evaluate estimates used and adjust the additional liability balances, with arelated charge or credit to benefit expense if actual
experience or other evidence suggests that earlier assumptions should be revised. The GMWB, GMDB and Chronic Care guarantees on fixed
indexed annuities are recorded in policy liabilities and accruals on our consolidated bal ance sheets.

Changesin Fixed Indexed Annuity Guaranteed Fixed Indexed Annuity
Liability Balances: GMWB and GMDB
($in millions) For the years ended December 31,

2014 2013 2012

Asrestated Asrevised

Balance, beginning of period $ 854 $ 1021 $ 5.6
Incurred 334 60.8 37.2
Paid (0.3) (0.3 —
Change due to net unrealized gains or losses included in AOCI 359 (58.5) 59.3
Assumption unlocking (7.4) (18.7) —
Balance, end of period $ 1470 % 854 $ 102.1
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Universal life

Liabilitiesfor universal life contractsin excess of the account balance, some of which contain secondary guarantees, are generally determined by
estimating the expected value of benefits and expenses when claims are triggered and recognizing those benefits and expenses over the
accumulation period based on total expected assessments. The assumptions used in estimating these liabilities are generally consistent with those
used for amortizing DAC.

Changesin Universal Life Guaranteed Universal Life

Liability Balances:
($in millions)

Secondary Guarantees

For the years ended December 31,

2014 2013 2012
Asrestated Asrevised

Balance, beginning of period 1706 $ 1385 $ 114.6
Incurred 39.9 379 29.3
Paid (15.3) (14.3) (9.5
Change due to net unrealized gains or losses included in AOCI 2.2 (2.4)

Assumption unlocking (1.6) 10.9 17
Balance, end of period $ 1958 $ 1706 $ 1385

In addition, the universal life block of business has experience which produces profitsin earlier periods followed by lossesin later periods for
which additional reserves are required to be held above the account value liability. These reserves are accrued ratably over historical and
anticipated positive income to offset the future anticipated losses. The assumptions used in estimating these liabilities are generally consistent
with those used for amortizing DAC. The most significant driver of the positive 2014 unlock resultsin these reserves was the extension of mortality
improvement for an additional year, which reduced overall expected mortality expense.

Universal Life
Profits Followed by L osses

Changesin Universal Life Additional
Liability Balances:

($in millions)

For the years ended December 31,

2014 2013 2012
Asrestated Asrevised
Balance, beginning of period $ 2491 $ 3117 $ 209.8
Incurred 106.4 66.2 44.0
Change due to net unrealized gains or lossesincluded in AOCI 9.0 11 16.8
Assumption unlocking (13.0) (129.9) 411
Balance, end of period $ 3515 $ 2491 % 311.7
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Embedded derivatives
Variable annuity embedded derivatives

Certain separate account variable products may contain a GMWB, GMAB and/or COMBO rider. These features are accounted for as embedded
derivatives as described below.

Variable Annuity Embedded Derivatives Non-Insurance Guaranteed Product Features: As of December 31, 2014
($in millions) Average
Account Attained Age
Value of Annuitant
GMWB $ 496.8 65
GMAB 315.6 59
COMBO 7.1 65
Balance, end of period $ 819.5
Variable Annuity Embedded Derivatives Non-Insurance Guaranteed Product Features: As of December 31, 2013, asrestated
($in millions) Average
Account Attained Age
Value of Annuitant
GMWB $ 581.5 64
GMAB 382.2 59
COMBO 7.2 63
$ 970.9

Balance, end of period
The GMWB rider guarantees the contract owner a minimum amount of withdrawals and benefit payments over time, regardless of the investment
performance of the contract, subject to an annual limit. Optional resets are available. In addition, these contracts have afeature that allowsthe
contract owner to receive the guaranteed annual withdrawal amount for aslong asthey are aive.

The GMAB rider provides the contract owner with a minimum accumulation of the contract owner’s purchase payments deposited within a specific
time period, adjusted for withdrawals, after a specified amount of time determined at the time of issuance of the variable annuity contract.

The COMBO rider includes either the GMAB or GMWB rider aswell asthe GMDB rider at the contract owner’s option.
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The GMWB, GMAB and COMBO features represent embedded derivative liabilitiesin the variable annuity contracts that are required to be
reported separately from the host variable annuity contract. These liabilities are recorded at fair value within policyholder deposit funds on the
consolidated balance sheets with changesin fair value recorded in realized investment gains on the consolidated statements of income and
comprehensive income. The fair value of the GMWB, GMAB and COMBO obligation is cal cul ated based on actuarial and capital market
assumptionsrelated to the projected cash flows, including benefits and related contract charges, over the lives of the contracts, incorporating
expectations concerning policyholder behavior. As markets change, contracts mature and actual policyholder behavior emerges, these
assumptions are continually evaluated and may from time to time be adjusted. Embedded derivative liabilitiesfor GMWB, GMAB and COMBO are
shown in the table below.

Variable Annuity Embedded Derivative Liabilities: As of December 31,

($in millions) 2014 2013
Asrestated

GMWB $ 73 3 (5.1)

GMAB (0.3 14

COMBO (02) (0.4

Total variable annuity enbedded derivative liabilities $ 68 $ (4.1)

There were no benefit payments made for the GMWB and GMAB during 2014 and 2013. We have established a risk management strategy under
which we hedge our GMAB, GMWB and COMBO exposure using equity index options, equity index futures, equity index variance swaps, interest
rate swaps and swaptions.

Fixed indexed annuity embedded derivatives

Fixed indexed annuities may also contain avariety of index-crediting options: policy credits that are calculated based on the performance of an
outside equity market or other index over a specified term. These index options are embedded derivative liabilities that are required to be reported
separately from the host contract. These index options are accounted for at fair value and recorded in policyholder deposits within the
consolidated balance sheets with changesin fair value recorded in realized investment gains, in the consolidated statements of income and
comprehensive income. The fair value of these index optionsis calculated using the budget method. See Note 13 to these consolidated financial
statements for additional information. Several additional inputs reflect our internally developed assumptions related to |apse rates and other
policyholder behavior. The fair value of these embedded derivatives was $153.9 million and $91.9 million as of December 31, 2014 and 2013,
respectively. In order to manage the risk associated with these equity indexed-crediting features, we hedge using equity index options. See Note 12
to these consolidated financial statements for additional information.

Embedded derivatives realized gains and losses

Changesin thefair value of embedded derivatives associated with variable annuity and fixed indexed annuity contracts are recorded as realized
investment gains and losses within the consolidated statements of income and comprehensive income. Embedded derivatives gains and (10sses)
recognized in earnings are $(45.9) million, $12.2 million and $4.9 million for the years ended December 31, 2014, 2013 and 2012, respectively.

12. Derivative Instruments

We use derivative financial instruments, including options, futures and swaps as a means of hedging exposure to interest rate, equity price
change, equity volatility and foreign currency risk. Thisincludes our surplus hedge which utilizes futures and options to hedge against declinesin
equity markets and the resulting statutory capital and surplusimpact, aswell as our fixed indexed annuity (“FIA™) separate account hedge which
uses interest rate swaptionsto hedge against rising interest rates. We also use derivative instruments to economically hedge our exposure on
living benefits offered on certain of our variable annuity products as well asindex credits on our FIA products.
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The Company seeksto enter into over-the-counter (“OTC") derivative transactions pursuant to master agreements that provide for a netting of
payments and receipts by counterparty. As of December 31, 2014 and 2013, $18.6 million and $28.2 million respectively, of cash and cash

equivalents were held as collateral by athird party related to our derivative transactions.

Our derivatives are not designated as hedges for accounting purposes.

Derivative Instruments:

Fair Value as of
December 31, 2014

Notional
($ in millions) Maturity Amount Assets Liabilities [1]
Interest rate swaps 2016 - 2029 1140 $ 9.7 $ 19
Variance swaps 2015 - 2017 09 — 8.6
Swaptions 2024 - 2025 777.0 0.1 —
Put options 2015 - 2022 692.5 311 —
Call options[2] 2015 - 2019 2,019.2 119.8 74.6
Cross currency swaps 2016 10.0 0.6 —
Equity futures 2015 41 — 0.5
Total derivative instruments 3617.7  $ 1613 % 85.6
[1] Derivative liabilities are included in other liabilities on the consolidated balance sheets.
[2] Includes acontingent receivable of $1.5 million.
Fair Value as of

Derivative I nstruments: Notional December 31, 2013, asrestated
($in millions) Maturity Amount Assets Liabilities[1]
Interest rate swaps 2016 - 2027 1390 $ 39 § 6.8
Variance swaps 2015 - 2017 0.9 — 7.9
Swaptions 2024 - 2025 3,902.0 30.7 —
Put options 2015 - 2022 406.0 311 —
Call options[2] 2014-2018 1,701.6 163.1 96.1
Cross currency swaps 2016 10.0 — 0.7
Equity futures 2014 160.6 — 5.3
Total derivativeinstruments 63201 $ 2288 $ 1168

[1] Derivative liabilities are included in other liabilities on the consolidated balance sheets.
[2] Includes a contingent receivable of $1.9 million.

Derivative Instrument Gains (L osses) Recognized in
Realized Investment Gains (L osses):

($in millions)

Interest rate swaps
Variance swaps
Swaptions

Put options

Call options

Cross currency swaps

For the years ended December 31,

2014 2013 2012
Asrestated Asrevised
110  $ (114) $ (0.9)
0.7) (3.6) (7.9)
(30.6) 17.3 (0.2
(4.8) (42.3) (22.0)
185 59.3 0.1

1.3 (0.5) (0.0)



Equity futures (15.5) (46.5) (19.4)

Embedded derivatives (45.9) 122 49
Total derivative instrument gains (losses) recognized in
realized investment gains (losses) $ (66.7) $ (155) $ (45.5)
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Interest Rate Swaps

We maintain an overall interest rate risk management strategy that primarily incorporates the use of interest rate swaps as hedges of our exposure
to changesin interest rates. Our exposure to changes in interest rates primarily results from our commitments to fund interest-sensitive insurance
liabilities, aswell asfrom our significant holdings of fixed rate financial instruments. We use interest rate swaps that effectively convert variable
rate cash flowsto fixed cash flowsin order to hedge the interest rate risks associated with guaranteed minimum living benefit (GMAB/GMWB)
rider liahilities.

Interest Rate Options

We use interest rate options, such as swaptions, to hedge against market risks to assets or liabilities from substantial changesin interest rates. An
interest rate swaption gives us the right but not the obligation to enter into an underlying swap. Swaptions are options on interest rate swaps. All
of our swaption contracts are receiver swaptions, which give us the right to enter into a swap where we will receive the agreed-upon fixed rate and
pay the floating rate. If the market conditions are favorable and the swap is needed to continue hedging our in force liability business, we will
exercise the swaption and enter into afixed rate swap. If a swaption contract is not exercised by its option maturity date, it expires with no value.

Exchange Traded Future Contracts

We use equity index futures to hedge the market risks from changes in the value of equity indices, such as S& P 500, associated with guaranteed
minimum living benefit (GMAB/GMWB) rider liabilities. Positions are short-dated, exchange-traded futures with maturities of three months.

Equity Index Options
We use equity indexed options to hedge against market risks from changes in equity markets, volatility and interest rates.

An equity index option affords us the right to make or receive payments based on a specified future level of an equity market index. We may use
exchange-trade or OTC options.

Generally, we have used a combination of equity index futures, interest rate swaps, variance swaps and long-dated put options to hedge our
GMAB and GMWB liabilities and equity index call options to hedge our indexed annuity option liabilities.

Cross Currency Swaps
We use cross currency swaps to hedge against market risks from changesin foreign currency exchange rates. Currency swaps are used to swap

bond asset cash flows denominated in aforeign currency back to U.S. dollars. Under foreign currency swaps, we agree with another party (referred
to asthe counterparty) to exchange principal and periodic interest payments denominated in foreign currency for paymentsin U.S. dollars.
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Offsetting of Derivative Assets/Liabilities

The Company may enter into netting agreements with counterparties that permit the Company to offset receivables and payables with such
counterparties. The following tables present the gross fair value amounts, the amounts offset and net position of derivative instruments eligible for
offset in the Company’ s consolidated bal ance sheets that are subject to an enforceable master netting arrangement upon certain termination

events, irrespective of whether they are offset in the balance sheet.

Offsetting of
Derivative Assets/Liabilities:

As of December 31, 2014

($in millions)

Gross amounts not offset

Gross in the bal h
Gross amounts Net amounts in the balance sheet
amounts offset in the presented in the Financial Cash collateral
recognized [1] balance sheet balance sheet instruments pledged [2] Net amount
Total derivative assets $ 161.3 $ — 3 1613 $ (825) $ — 78.8
Total derivative liabilities $ (85.6) $ — % (85.6) $ 825 $ 3.1 —
Offsetting of
Derivative Assets/Liabilities: As of December 31, 2013, asrestated
($in millions) Gross Gross amounts not offset
Gross amounts Net amounts in the balance sheet
amounts offset in the presented in the Financial Cash collateral
recognized [1] balance sheet balance sheet instruments pledged [2] Net amount
Total derivative assets $ 2288 % — 3 2288 % (110.3) $ — % 118.5
Total derivative liabilities $ (116.8) $ — 3 (116.8) $ 1103 % 65 $ —

[1] Amountsinclude al derivative instruments, irrespective of whether there is alegally enforceable master netting arrangement in place.

[2] Cash collateral pledged with derivative counterparties is recorded within other assets on the consolidated balance sheets. The Company pledges cash collateral to
offset certain individual derivative liability positions with certain counterparties. Cash collateral of $15.5 million and $21.7 million as of December 31, 2014 and
2013, respectively, that exceeds the net liability resulting from the aggregate derivative positions with a corresponding counterparty is excluded.

Contingent features

Derivative counterparty agreements may contain certain provisions that require our insurance companies' financial strength rating to be above a
certain threshold. If our financial strength ratings wereto fall below a specified rating threshold, certain derivative counterparties could request
immediate payment or demand immediate and ongoing full collateralization on derivative instrumentsin net liability positions, or trigger a
termination of existing derivatives and/or future derivative transactions.

In certain derivative counterparty agreements, our financial strength ratings are below the specified threshold levels. However, the Company held

no derivative instruments as of December 31, 2014 in anet aggregate liability position payable to any counterparty (i.e., such derivative
instruments have fair valuesin anet asset position payable to the Company if such holdings were liquidated).

13. Fair Valueof Financial Instruments
ASC 820-10 defines and establishes the framework for measuring fair value. The framework is based on inputs that are used in the valuation and a

fair value hierarchy based on the quality of those inputs. Fair value is defined as the price that would be received to sell an asset or paid to transfer
aliability in an orderly transaction between market participants at the measurement date.
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A financial instrument’s categorization within the valuation hierarchy is based upon the lowest level of input that is significant to the fair value
measurement. The valuation hierarchy is based upon the transparency of inputs to the valuation of an asset or liability as of the measurement date.
Theinput levels are defined as follows:

* Level 1—inputsto the valuation methodol ogy are quoted prices (unadjusted) for identical assetsor liabilitiesin active markets. Level 1
securitiesinclude highly liquid government bonds and exchange-traded equities.

* Level 2—inputsto the valuation methodol ogy include quoted prices for similar assets and liabilities in active markets and inputs that are
observable for the asset or liability, either directly or indirectly, for substantially the full term of the financial instrument. Examples of such
instruments include government-backed mortgage products, certain collateralized mortgage and debt obligations and certain high-yield
debt securities.

+ Level 3—inputsto the valuation methodol ogy are unobservable and significant to the fair value measurement. Unobservable inputs
reflect management’ s own assumptions about inputs in which market participants would use in pricing these types of assets or liabilities.
Level 3 financia instrumentsinclude values which are determined using pricing models and third-party evaluation. Additionally, the
determination of some fair value estimates utilizes significant management judgments or best estimates.

Investments for which fair value is based upon unadjusted quoted market prices are reported as Level 1. The number of quotes the issuer obtains
per instrument will vary depending on the security type and availability of pricing data from independent third-party, nationally recognized pricing
vendors. The Company has defined a pricing hierarchy among pricing vendors to determine ultimate val ue used and al so reviews significant
discrepancies among pricing vendors to determine final value used. Prices from pricing services are not adjusted, but the Company may obtain a
broker quote or use an internal model to price asecurity if it believes vendor prices do not reflect fair value. When quoted prices are not available,
we use these pricing vendors to give an estimated fair value. If quoted prices, or an estimated price from our pricing vendors are not available or
we determine that the price is based on disorderly transactions or in inactive markets, fair value is based upon internally developed models or
obtained from an independent third-party broker. We primarily use market-based or independently sourced market parameters, including interest
rateyield curves, option volatilities and currency rates. Valuation adjustments may be made to ensure that financial instruments are recorded at fair
value. These adjustments include amounts to reflect counterparty credit quality, our own creditworthiness, liquidity and unobservable parameters
that are applied consistently over time.

Management isresponsible for the fair value of investments and the methodol ogies and assumptions used to estimate fair value. Thefair value
processis evaluated quarterly by the Pricing Committee, which is comprised of the Chief Investment Officer, Chief Accounting Officer and the
Head of Investment Accounting. The purpose of the committeeisto ensure the Company follows objective and reliable valuation practices, aswell
as approving changes to valuation methodol ogies and pricing sources. Using professional judgment and experience, we evaluate and weigh the
relevance and sign